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THE BOSS WROTE 
THIS BOOK — 


FOR OTHER 
BOSSES TO READ 


—and that’s why it’s such practical, 
straight-from-the-shoulder stuff, and yet 
so interesting; why it clears away the 
misconceptions that have long existed 
about mechanical name and data writing. 
Sent free to executives who request it on 
their business letterhead. 


The ELLIOTT Addressing Machine Co. 
137-B Albany Street, Cambridge, Mass. 


These words 
you'll hear 
often among 
seasoned trav- 
elers . . . but 
when the occasional Los 
Angeles visitor shows a de- 
cided Biltmore preference, 
too, there must be a reason. 

A full retinue of compe- 
tent employees give a new 
meaning to the word “Ser- 
vice” at this hospitable hos- 
telry. Perhaps it’s this 
warm-hearted welcome that 
makes one’s stay so pleas- 
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They Call It “Yankee Ingenuity” 


ought to be some 


better way ...’” says Bill 
Merrill. And it bothers him so 
much that he has to do something 
about it. That’s the kind of a 
fellow he is. During his 39 years 
with General Electric he has been 
finding ‘better ways’’—and you 
and I have benefited. That’s why, 
today, he is head of the Works 
Laboratory at the G-E Schenec- 
tady plant. 


How have we benefited? Well, 
for example, by better and cheaper 
paper, because Bill helped in 
many ingenious ways to apply 
electricity to papermaking. Dur- 
ing the War, he helped Uncle 
Sam out of a hole by showing 
him how to cast anchor chain by 
the ton instead of forging it a 
link at a time. His ideas helped 


us get better refrigerator cabinets, 
replacing wood with steel, and 
a brand-new way to eliminate 
garbage, by the Disposall, or 
“electric pig,’ that macerates 
kitchen waste and washes it 
down the sewer. “Yankee in- 
genuity?’’ Bill hails from Maine! 

In General Electric there are 
hundreds of men who, like Bill 
Merrill, are developing new prod- 
ucts, finding ways to improve 
and make all products less ex- 
pensive. It’s these “Bill Merrills,”” 
along with thousands of skilled 
workers throughout industry, 
who make it possible for you and 
me to have more of the things 
we want and need. Bill's slogan, 
too, is More Goods for More 
People at Less Cost. 


G-E research and engineering have saved the public from ten to one hundred dollars 
for every dollar they have earned for General Electric 


GENERAL @ ELECTRIC 
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the occasion may 


21 West Street 


To Prepare Yourself to Speak on Any Occasion, Own— 


The Speaker’s Desk Book 


lt is becoming more and more of an asset to a man in business to be able 
to express his ideas clearly and convincingly. This holds true whether you 
want to “say a few words” before an executive meeting, to your board of 
directors, to your Parent Teachers’ Association, to your Lodge or Rotary 
or Kiwanis Club, at a political meeting or over the radio. No matter what 
be, no matter what your topic, you will find THE 
SPEAKER’S DESK BOOK a gold-mine of source material and inspira- 
tion—conveniently classified and indexed for quick reference. Over 5,000 
sparkling epigrams, nearly 1,200 pointed anecdotes and selected treasures 
of thought and expression from the masterpieces of all time. 


695 pages. $3.85, postpaid. 
FINANCIAL WORLD BOOK SHOP 


New York 


hat'’s\NVew 
in Books 


“PEOPLE” —How to get them to do 
what you want them to do. By Max- 
well Droke. Published by the au- 
thor. 256 pp. $2.50. Mr. Droke, 
the son of a college president, during 
his colorful career as a_ clerk, 
stenographer, salesman, newspaper 
reporter, feature writer and advertis- 
ing counsellor, has always been in- 
terested in one thing, the study of hu- 
man nature and the reactions of the 
people’s mind to outside influences. 
From this he has developed the art 
of making people respond to certain 
appeals which move them into action. 
The methods and rules of this fasci- 
nating game of getting others to do 
what one wants them to do are laid 
down in this interesting book. The 
author has successfully applied his ex- 
perience and methods to practical 
business problems and the reader can 
get many pointers from a perusal of 
this work which should help him in 
overcoming the numerous difficulties 
which face him in his daily social and 
business contacts. Chief emphasis is 
placed upon appeal to emotions rather 
than to logic, as experience teaches 
that all actions are controlled by emo- 
tions. The book is a scientific study 
of human nature, but written in the 
language of the layman ; and the com- 
position of the work itself, as evi- 
denced by the use of chapter heads 
and numerous anecdotes, shows that 
Mr. Droke really practices what he 
preaches—and that fact adds to the 
pleasure of reading. 


x *k * 


INVESTMENT PRINCIPLES AND 
Practice. By Leroy Whitney Gross- 
man, Published by Longmans, Green 
and Company. 276 pp. $1.00. This 
is another volume in the well known 
series of practical textbooks issued 
under the general caption: American 
Business Fundamentals. In accord- 
ance with the principles set forth by 
the editors of this series, Mr. Gross- 
man has limited his presentation to 
the more important fundamental prin- 
ciples of the science of investment, 
leaving details as much as possible to 
supplementary reading listed in an 

(Please turn to page 29) 
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Peace Menace 
Security Marketsr 


The answer is “No”, according to this experienced investment 
commentator and counselor. After ten years of depression, 
he feels that we are now in a strong domestic recovery. 


T is easy to view recent advances 
| in the market as the beginning of 
another dance of the “war brides,” 
rather than a normal recovery of in- 
dustry and security prices. Press 
headlines have coupled every rise with 
the prospects of a long war, and each 
decline has been attributed to rumors 
of peace. 

But to accept this appraisal of the 
present market is to lose its real sig- 
nificance, and to pass up many op- 
portunities that will arise. In the next 
two years the greatest appreciation of 
values may take place in the rail, 
utility, electrical equipment, automo- 
bile and other stocks, which are only 
remotely concerned with war needs. 
Even the advances in the steel stocks 
could be ascribed more directly to 
domestic orders than to shipments 
abroad. 

Not only are profits likely to be 
just as great in many companies that 
will be handling only the business at 
home, but the risks will be infinitely 
less in the stocks of these corpora- 
tions. 


Peace Scares? 


It would also be unfortunate if the 
pattern of the security markets took 
such form that prices seemed to de- 
cline on each rumor of the end of war, 
and to advance with each indication 
of a prolonged conflict. While not an 
unfamiliar or unusual pattern, it is 
liable to grave misinterpretation out- 
side the world of finance. 

It is understandable that the stock 
of a company. profitably engaged on 
war contracts should decline upon the 
cessation of such orders, and the im- 
minent need of a complete readjust- 
ment. Multiply such a company by 
forty or fifty, and we have the mak- 
ings of a bull market which would be 
brought to a close with the end of 


By B. F. Winkelman 


war. Such was the background of 
the war markets of 1861-65, when 
Confederate victories furnished bull- 
ish ammunition for traders because 
they indicated a long war, and Union 
successes depressed security prices in 
New York. 

With variations, such was the pat- 
tern of 1914-18 after American in- 
dustry had been geared up to the pro- 
duction of war materials. This did 
not mean that every trader and holder 
of securities was rooting for a pro- 
longation of the conflict. On the con- 
trary, the professional was apt to be 
a short seller—putting his money on 
the chances of peace—and the long 
term investor, likely as not, was more 
concerned with the termination of 
hostilities, in which friends and kin 
were engaged, than in any paper ap- 
preciation of values. 

Fortunately, the recent rise in 
stock prices has not been a mere war 
boom. It can be described more ac- 
curately as a normal recovery that be- 


- —Apologies to Messner, Rochester Times-Union 


Something to Hope for, 
Not to Fear 
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gan six months ago, was held back 
by Europe’s uncertainties, and has 
gone forward again when the uncer- 
tainties were removed. 

The outbreak of war on September 
1, 1939, did indeed cause a flare-up 
in the prices of many stocks, which 
were quickly labeled “war stocks” by 
the Press; and the precipitate ad- 
vance of the steel, copper, commodity 
and shipping stocks broke sharply on 
September 15 with the first report of 
peace offers from Germany. How- 
ever, it would be a mistake to couple 
market action with the apparent facts 
too closely. With U. S. Steel up from 
50 to 80, Bethlehem Steel from 60 to 
100, and many war stocks selling at 
four or five times their August prices, 
a technical reaction was overdue in 
any event. The break coincided with 
the collapse of Polish resistance, and 
doubts as to the revision of the Neu- 
trality Act. It was merely the familiar 
practice of the Press in ascribing the 
reaction to the nearest events at hand. 


Real Recovery 


A more fundamental error under- 
lies any effort to interpret the in- 
crease in industrial activity, as well 
as in stock prices, as due entirely, or 
chiefly, to the outbreak of war. The 
fact is that, even in May and June, 
market analysts had noted an im- 
provement in many of the fundamen- 
tal business indices, and had con- 
cluded that stock prices had failed to 
recognize a complete change for the 
better in general business. 

One of the outstanding items that 
indicated that the long depression was 
nearing a close was the release by 
Sears, Roebuck of a report setting up 
an all time sales record for the June 
19 to July 16 period—a gross of 
nearly $45 million, and over 24 per 
cent ahead of 1938. Analysts had al- 
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ready noted that rural retail sales in 
June were up 13 per cent over the 
1938 level. In fact, mail order, gro- 
cery and other chains had been doing 
well throughout 1939. 

In a critical week in mid-July, steel 
operations reached 56.4 per cent, up 
13.5 per cent from the week before, 
for a new 1939 high. Residential 
building under the FHA was up 80 
per cent from the first half of 1938, 
with an average of 500 new homes 
being started every working day. Life 
insurance sales were up 22 per cent 
for June over June, 1938. Railroad 
revenues were up to 12 per cent and 
railway express traffic had jumped 15 
per cent in May and another 15 per 
cent in June. In several pivotal states 
employment was nearing all time 
peaks. 

For the first half of 1939, steel in- 
got production was up 73 per cent 
over the same period in 1938. ‘Auto- 
mobile production was up 55 per cent 
and electric power production 10.5 
per cent. Building construction gains 
were 19 per cent for non-residential 
and 61 per cent for residential. Con- 
sumption was keeping pace with pro- 
duction, with wool showing a gain of 
70 per cent, rayon 62 per cent, cotton 
65 per cent and rubber 51 per cent. 
Orders for war supplies and muni- 
tions were playing an important, but 
secondary part in this picture. 


Recovery Market? 


It was not wholly a surprise, there- 
fore, when in mid-July the stock 
market advanced briskly, and volume 
ran to four million shares a day. 
From July 11 to July 21, the Dow- 
Jones industrial stock average was up 
from 134 to 144, calling attention to 
the remarkable comeback that busi- 
ness was staging. This was a far cry 
from the four hundred thousand share 
days and the disappointing business 
that had preceded. On July 17, 
stocks jumped one to four points in 
a 1,750,000 share day, the biggest 
since March 31. The next day, nearly 
three million shares changed hands, 
with gains up to 3 points. Most note- 
worthy, the bulk of buying orders 
came from out of town, and it was 
evident that throughout the country 
the more cheerful reports that had 
already appeared were at last making 
themselves felt. 

A few pessimists pointed to the 
huge supplies of money and bank 
credit that lay unused, and the lag in 


the issues of new securities, with in- 
vestors loath to take any risks. The 
experts pointed out that these condi- 
tions were usual at the beginning of 
every major recovery; that investor 
confidence comes as security prices go 
up, and that vast reservoirs of idle 
capital furnish the primary ammuni- 
tion for advances in securities and 
industrial operations. 

Late in July the first chill hit the 
market, and in August it was appar- 
ent that the incipient stock boom was 
in for rough sailing. For the week 
ending August 19 prices slumped 
badly and the industrial average was 
down 7 points, showing clearly that 
a normal recovery of stock values, 
which had been warranted by reports 
of earnings and operations, was being 
retarded. The blame was put on poli- 
tics, taxes, low prices of commodities ; 
but, principally, on fears of war in 
Europe. 

For a brief period, even industrial 
production was held back. There- 
after it became apparent that a major 
increase in industrial activity was not 
to be retarded by the successive 
alarums and crises of Europe. 

The same could not be said for the 
stock market, which remained in the 
doldrums under the impact of the dis- 
patches from Berlin, Warsaw and 


Mr. GUENTHER: 

You certainly said plenty in a few 
words in your “What Strange Bed- 
fellows” article in this week’s issue of 
THE FINANcIAL You have 
summed the situation up very logi- 
cally. 

This morning I brought that article 
to the attention of our President, Mr. 
Humphrey, and he too thinks it is a 
fine piece of work, denoting a basic 
understanding of men and their inner- 
feelings. 

With kindest personal regards, 

Cordially yours, 
GeEorGE J. Murray, JR., 
Assistant to the President, 
Tide Water Associated Oil Co. 


London. Many analysts expected a 
crash of stock prices in the event of 
a major war. The closing of the New 
York Stock Exchange was thought 
probable. On September 1 it became 
evident that successive war Crises 
since 1935 had thoroughly liquidated 
weak holdings, and that the market 
was in a strong technical position, 
Strong protective measures, taken by 
the Exchange authorities and _ the 
Administration, as well as the ban by 
Britain upon the liquidation of se- 
curities by its nationals, helped also, 

Within 24 hours it was clear that 
war in Europe was simply a bit of 
bad news, and that ‘“‘the bad news was 
out.” Our recovery had gained such 
momentum that the shock of war, 
which had paralyzed business in 1914, 
was scarcely felt in 1939. 

After ten years of depression, we 
are in a strong domestic recovery, 
This will be accelerated by war orders 
from abroad and many “war stocks” 
will benefit most directly by such 
orders. In addition, new trade op- 
portunities will be opened up in South 
America and elsewhere, as Europe 
concentrates on war. 


What Next? 


But this recovery is not dependent 
upon the continuance of war. Eng- 
land and France will arm and arm 
heavily: in any event. The United 
States will arm and arm _ heavily. 
Should it appear that the Western 
powers are headed for disaster, we 
will redouble our armament expendi- 
tures for our own safety, irrespective 
of our possible participation. 

It should further be clear that 
neither our financiers nor our indus- 
trialists want our country to become 
embroiled. For, in addition to all the 
uncertainties of war, they have the 
certainty of property destruction, 
government control and profit cur- 
tailment. 

The present recovery should con- 
tinue for many months, and should 
reach high levels. It will gain mo- 
mentum, and it need not be halted by 
the end of hostilities in Europe. The 
threat of war has held back a long 
overdue recovery. Its end will re 
quire only a temporary readjustment, 
and, thereafter, business should move 
forward even more briskly. Present 
advances in stocks and industry do 
not constitute a mere “war boom,” 
and peace is not a cloud on the indus- 
trial horizon. 
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Motors Gain Momentum 


HE automobile industry has 

made an early start on the 1940 
model year. The National Automobile 
Show in New York, held in Novem- 
ber in previous years, opened its 
doors on October 15. Anticipating 
the official opening, several important 
manufacturers attained volume pro- 
duction of their 1940 offerings before 
the end of September. In view of the 
unusually early change-over, last 
month’s production volume is not 
strictly comparable with that of Sep- 
tember, 1938. The production total 
is estimated at 200,780 units, against 
89,623 in the corresponding month of 
last year. Nevertheless, the showing 
appears impressive in the light of the 
fact that the two sales leaders, 
Chevrolet and Ford, have only re- 
cently hit their stride, having turned 
out an aggregate of only about half 
of the Plymouth production volume in 
September. 

This situation will soon be changed 
since Ford has a heavy production 
schedule and Chevrolet has mapped 
out a program which calls for a record 
December quarter output for this di- 


Steering Wheel with Gearshift 


The 1940 model year 
of the automobile in- 
dustry has gotten off 
to a good start. The 
probabilities favor sus- 
tained gains, despite 
potential adverse fac- 
tors which might cause 
upsets next spring. 


vision of General Motors. The inde- 
pendents, some of which reported 
September deliveries 100 per cent or 
more ahead of last year, are also ac- 
celerating their production rates. The 
Chrysler divisions, which have had 
the advantage of early stocking of 
dealers, are currently faced with labor 
difficulties. 

Apart from the possibility of 
further labor troubles, present indi- 
cations point to the early attainment 
of a weekly production rate of 100,000 
units or better and a total October 
output of about 370,000 vehicles. 
This would compare with 215,286 in 
October, 1938, the first month of 
heavy volume production of the 1939 
models. It now appears that the De- 
cember quarter of the current year 
could easily attain a total volume of 
about 1.2 million units. This would 
represent a gain of 20 per cent over 
the last quarter of 1938 which may 
not appear especially impressive in 
relation to the extent, in terms of per- 
centage comparisons, of the early ad- 
vances made by the companies which 
introduced their 1940 models several 
weeks ago. However, it should be 
recalled that the September quarter of 
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last year was a period of rapid re- 
covery and large profits for the auto- 
motive industries. With the excep- 
tion of two weeks in December, 1938, 
weekly output has not exceeded the 
100,000 mark since August, 1937. 
Weekly production around the 100,- 
000 level spells prosperity for the 
automobile industry. This year, it ap- 
pears that the earnings gains will not 
be limited to the “Big Three,” but 
will be shared by the independents 
whose earnings in the December quar- 
ter of last year contrasted with the 
large net profits reported by Chrysler 
and General Motors. 

Among the more gratifying aspects 
of the current rise in manufacturing 
activity are the indications that it is 
developing without any weakening of 
the statistical position of the indus- 
try. Dealer stocks at the end of Au- 
gust are estimated to have been at 
about the same level as on the cor- 
responding date in 1938, which 
marked the lowest point for that sea- 
son since the depths of the depres- 
sion. And, although complete Sep- 


tember registration figures are not yet 
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available, it appears that there was 
only a moderate increase in dealer 
inventories during the month, certain- 
ly not exceeding the expansion of 
dealer stocks which is the normal ex- 
pectation at the beginning of volume 
production on new models. There is 
every evidence of a very strong retail 
demand which, in some cases, is re- 
sulting in complaints from dealers in 
certain makes who are unable to ob- 
tain adequate deliveries. 


The immediate situation and the 
near term prospects indicate a state 
of robust good health for the motor 
industry, at least for the last quarter 
of 1939. Looking further ahead, it 
is possible to conjure up a number 
of potential threats to automobile 
business in the spring of 1940. Some 
of the current buying may be moti- 
vated by fear of later price increases, 
and thus represent “borrowing” from 
next year’s sales potential. With the 


exception of Ford, manufacturers 
have made moderate price reductions, 
passing on to consumers the savings 
realized on materials contracted for 
some months ago at lower price levels, 
Production costs are likely to increase 
next year, which may result in a re- 
versal of price policies or possibly 
in impaired profit margins. The 
labor situation is disturbing and, if 
aggravated, could assume serious 
(Please turn to page 27) 


Effects Higher Steel Scrap Prices 


HE price of steel scrap is rightly 

regarded as one of the most de- 
pendable forecasters of prospective 
business activity, because of its ex- 
treme sensitivity to minor changes 
in demand and the basic importance 
of this raw material. The spectacu- 
lar rise in quotations for the com- 
modity over recent months can thus 
be regarded as a decidedly favorable 
indication of the future trend of pro- 
duction of steel and other capital 
goods items. But the advance can by 
no means be considered an unmixed 
blessing to all steel producers, since 
it has resulted in a considerable in- 
crease in costs. The small non-in- 
tegrated or semi-integrated units have 
been hit especially hard. 

Early last May No. 1 heavy melt- 
ing steel scrap at Pittsburgh cost 
$14.50 a gross ton; the current quo- 
tation is $24.50. Pig iron is also more 
expensive, selling at $22.50 a gross 
ton today against $20.50 five months 
ago. In the meantime, prices of fin- 
ished steel products have been re- 
duced as a result of the price con- 
cessions granted in mid-May ; the fin- 
ished steel price index of The Iron 
Age, reduced to dollars per gross ton, 
has declined from $51.21 to $50.09. 
Assuming that a semi-integrated pro- 
ducer in Pittsburgh used an open 
hearth charge in May consisting of 
60 per cent scrap and 40 per cent pig 
iron, the margin between selling 
prices of a gross ton of finished prod- 
ucts and raw material costs incident 
to their manufacture, based on the 
above figures, would have been $32.20 
(allowing for an 8 per cent conversion 
loss in making the steel and a scrap 
loss of 30 per cent in rolling the fin- 
ished products, and after crediting the 
value of this scrap). Using 40 per 


cent scrap and 60 per cent pig iron, 
its margin would now be only $23.88. 


Long range implica- 
tions are bullish, but 
profit margins of semi- 
integrated steel pro- 
ducers have been tem- 
porarily narrowed. 


This computation represents an ex- 
treme case and is not applicable to the 
entire industry, since as usual the rise 
in scrap prices has been much more 
pronounced at Pittsburgh than in 
other leading centers. Quotations 
have not risen at all in Birmingham, 
due to the fact that the largest steel 
producer in that district uses very 
little scrap. Advances elsewhere dur- 
ing the last five months range from 
$5 at Cincinnati, $6 at Philadelphia 
and Youngstown and $6.25 at St. 
Louis to $7 at Chicago, $7.50 at De- 
troit and $8 at Buffalo and Cleveland. 

The exact effect of higher scrap 
prices on individual units will depend 
on their plant location and degree of 
integration, and the size of their pres- 
ent inventories of iron and scrap. 
U. S. Steel, Jones & Laughlin and 
Youngstown have no problems, since 
they produce enough iron and home 
scrap to satisfy their needs. Further- 
more, these three units can, if neces- 
sary, supplement their raw material 
supplies with blown metal produced 
in Bessemer converters; the same is 
true of Bethlehem and Republic. Na- 
tional Steel and Colorado Fuel & 
Iron will be squeezed to some extent 
but occupy better than average posi- 
tions. Practically all other companies, 
however, are less fortunately situated. 

Theoretically, the mnon-integrated 
units—Acme, Eastern Rolling Mill 
and Superior—will not suffer at all, 


since their raw material is not scrap 
or pig iron but semi-finished steel, 
whose price has shown no change, 
But the continued availability of 
adequate supplies is open to ques- 
tion. Allegheny Ludlum, Continental, 
Granite City and Keystone produce 
steel but no iron, and accordingly face 
the necessity of paying fancy prices 
on new raw material purchases. Due 
to Allegheny Ludlum’s large repre- 
sentation in high-priced alloy steels, 
its unit margins are sufficiently wide 
to absorb the higher costs without 
undue difficulty. The other three 
semi-integrated companies are cap 
ably managed and will undoubtedly be 
able to restore their former large prof- 
it margins within a few months. But 
since the common shares of these or- 
ganizations are currently selling ma- 
terially above the levels at which they 
were originally recommended, hold- 
ers who do not care to maintain their 
commitments over a _ considerable 
period are warranted in taking profits 
in view of near term uncertainties. 

American Rolling Mill, Crucible, 
Otis, Pittsburgh, Sharon, Inland 
and Wheeling have substantial blast 
furnace capacity, but their pig iron 
output plus home scrap is not large 
enough to keep their open hearths 
melting at capacity. Inland’s efficient 
operations and Crucible’s important 
representation in the alloy field should 
enable these enterprises to survive a 
prolonged period of higher scrap 
prices without seriously adverse ef- 
fects earningswise, since current high 
operating rates permit them to spread 
overhead costs extremely thin. 

New purchases of non-integrated 
and semi-integrated steel company 
shares can be conducted on a much 
sounder basis later on, after an- 
nouncement of finished steel prices 
for the first quarter of 1940, 


| 
wh 
It 
ber 
for 
tha 
he 
vie 
oce 
ing 
Bu 
| gol 
thi: 
Mz 
pre 
anc 
off. 
rad 
3 cy 
pri 
chi 
occ 
Ge 
tuc 
wa 
on 
con 
twe 
ac 
anc 
Sai 
the 
ure 
Hi: 
( 
sce 
dor 
the 
por 
five 
mat 
mo: 
cre; 
Swe 


Latin 


Boom 


HE president of the XYZ Ma- 

chinery Company was glum. He 
wheeled around in his chair and, from 
his office high above Lower Manhat- 
tan, looked out on New York Bay. 
It was the second week of Septem- 
ber and the war in Europe was a 
fortnight old. In the ten-odd years 
that the company had been operating, 
he had become familiar with that 
view: tugs, ferries, river boats and 
ocean vessels—dozens of them arriv- 
ing and departing every business day. 
But now, practically all of the sea- 
going ships were gone and it hurt to 
think of the difference. For the XYZ 
Machinery Company had built up a 
profitable European export business 
and this trade ‘was now virtually cut 
off. 

His reverie was interrupted by a 
radiogram from the company’s agen- 
cy in Rio de Janeiro. Nothing sur- 
prising about that. The XYZ Ma- 
chinery Company did business there 
occasionally, but not much. The 
Germans had most of that market 
tucked away. On opening the mes- 
sage, however, his eyes popped. It 
was an inquiry for prices and terms 
on a substantial amount of machinery 
—more machinery, in fact, than the 
company had sold to Brazil in at least 
two years! The next day there was 
a cable from Buenos Aires and later 
another radiogram, this time from 
Santiago de Chile. Their tenor was 
the same: “Quote lowest prices and 
terms on... .” And each of the fig- 
ures was large. 


History Repeating? 


Over the past month or so, this 
scene has been duplicated, more or 
less, throughout a wide section of 
domestic industry. For once again, 
the wheel of history has spun and op- 
portunity is knocking at the door of 
U. S. trade just as it did some twenty- 
five years ago. Will the mistakes 
made then be repeated today? And, 
most important of all, will the in- 
creased trade be kept after the con- 
flict ends? Time alone will best an- 
swer those questions. Meanwhile, a 


merican 


By Thomas A. Falco 


—Milwaukee Journal 


A Friendly Game 


brief review of the situation should 
prove interesting. 

The twenty Latin American coun- 
tries were a $1.5 billion market in 
1938, with about one-third of this 
amount accounted for by Germany 
and Great Britain combined. In 1914, 
our exports to nations below the Rio 
Grande approximated $260 million. 
Stimulated by the Great War (and 
aided by higher prices), this amount 
rose sharply and reached some $730 
million in 1918. The post-war years, 
with their huge flotations of American 


Hostilities abroad will 
stimulate our business 
with the southern hem- 
isphere nations, yes. 
But it will take some- 
thing else again to 
keep it once the con- 
flict ends. Potentiali- 
“ties against realities. 


dollar bonds for the southern hemis- 
phere republics, boosted this figure to 
nearly $1 billion. In 1938, however, 
our share of the Latin American mar- 
ket was around $500 million. Why 
the decline? The world-wide depres- 
sion, yes. But the fact remains that, 
over the past five years or so, Ger- 
many and Japan have each increased 
their trade in this direction by signifi- 
cant proportions. 

The current situation finds a start- 
ling parallel in the press clippings of 
late 1914. That was also a time of 
optimism regarding the possibilities 
for increased trade with Central and 
South America as a result of the war 
in Europe. And that was also a time 
for saying that the mistakes of the 
past must be avoided. 

Generaliy, the “mistakes” con- 
cerned such elementary things as 
crating, tariffs, labelling and freight 
and insurance rates. These were born 
of inexperience and have since been 
largely corrected. But the Yankee 
still has a lot to learn about the Latin 
American temperament. El Ameri- 
cano persists in his classical role as 
the back-slapping, hail-fellow-well- 
met chap who rushes his prospect off 
his feet and then expects him to pro- 
duce an order, pronto—just like that! 
A strong contrast to the German rep- 
resentative and his punctilious train- 
ing. He invariably knows the language 
and almost always has time for a chat 
on the history and culture of his pros- 
pective customer’s homeland. 


Exchange Restrictions 


However, the matter of under- 
standing temperament is not the only 
factor to consider. For example, with 
the exception of Venezuela, every 
Central and South American country 
has restrictions on the movement of 
foreign exchange, thus making it dif- 
ficult to obtain payments. The Third 
Reich has steered clear of this prob- 
lem because her trade relations have 
been, essentially, barter transactions. 
And while, for instance, Germany and 
England have sold manufactured 


products to Brazil and Argentina, 
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they have taken Brazilian cotton and 
Argentine wheat and beef in ex- 
change. Now the United States, it is 
significant to note, competes with the 
southern republics in the export of 
these and other raw commodities. 
Which brings us into collision with 
this fundamental fact: In the long 
run, we will expand our exports to 
Latin America only to the degree 
that we increase our purchases of raw 
materials and merchandise from that 
part of the world. 

Some progress in resolving this 
problem might be seen. Recently, 
Undersecretary of Commerce Noble 
discussed the possibilities for develop- 
ing an import market for certain non- 
competitive commodities from below 
the Rio Grande. Outstanding among 
the items mentioned was South 
American hard wood for railroad ties. 
According to Mr. Noble, this busi- 
ness could amount to approximately 
$75 million annually—a sizeable total, 
for it is just about equal to Brazil’s 
total purchases in the United States 
in 1937. 

It must not be forgotten that the 


real trade opportunities in Latin 
America do not reduce to a simple 
matter of delivery and cash payment, 
or even of “2/10 net 30.” This busi- 
ness must be financed. And with long 
term credit. There appear to be three 
possibilities here: (1) the issuance of 
dollar bonds in this market; (2) an 
extension of credit by the Govern- 
ment through some such agency as the 
Export-Import Bank; (3) the exten- 
sion of credit by the individual manu- 
facturer or exporter here to the in- 
dividual customer in the country 
involved. 

With around $1.2 billion of South 
American dollar bonds in default, the 
first method is out of the question. 
As for the second, it is already in 
operation and it is understood that 
the President will soon ask Congress 
to increase the Export-Import Bank’s 
credit authorization from $100 mil- 
lion to $200 million. But it is doubt- 
ful whether sufficiently large amounts 
will be made available from this 
source. The last is the best and most 
logical. It could be supplemented by 
aid from several Federal agencies. 


Yet, it would spare the taxpayers’ 
money and foster greater care in 
making transactions. But whether 
because of fear, provincialism or in- 
experience, the exporter in this coun- 
try shows little—if any— enthusiasm 
when this part of the bargain is 
brought to his attention. 

Summarizing, then, there is little 
doubt that trade between the United 
States and Latin America will in- 
crease as a result of the war in 
Europe. The extent to which it ex- 
pands, however, will depend upon our 
ability to develop a better import mar- 
ket for the products of South and 
Central America. As for retaining a 
significant portion of this additional 
business once the conflict ends, that 
will rest upon our capacity to ap- 
preciate the temperament of our 
southern neighbors and the willing- 
ness of exporters in the United States 
to extend a plentiful supply of long 
term credit. Any approach that fails 
to give weight to these factors smacks 
of sophistry and seems destined to 
end in disappointment for the Ameri- 
can manufacturer. 


Three Promising Convertibles 


HE yields on these three con- 

vertible preferred stocks range 
from 4.3 per cent to about 6 per cent. 
They are all selling slightly higher 
than the call prices, but the risk of 
redemption does not appear great and 
is fully offset by the longer term prof- 
it aspects. The number of outstand- 
ing shares of these preferred stocks 
is relatively small. This factor tends 
to restrict marketability, but at the 
same time emphasizes the relatively 
substantial protection accorded to the 
preferred dividend requirements. In 
all cases, dividends have been paid 
regularly on these cumulative pre- 
ferred stocks since issuance. 


American Chain & Cable 5 per 
cent preferred at current price of 111 
yields about 4.5 per cent. Each share 
may be exchanged for 4 common 
shares until September 15, 1942, and 
then for 334 shares until September 
15, 1946. Call price is 105. Com- 
pany manufactures chains of all kinds, 
wire rope, castings, automobile bump- 
ers and accessories, and wire fence. 
The business is highly cyclical, but 
substantial improvement has occurred. 


Following a loss in 1933, the company 
earned $3.15 per share in 1936, $2.79 
in 1937, and 56 cents in 1938. Dur- 
ing the first half of 1939 earnings 
amounted to 53 cents a common 
share, compared with only one cent 
in the 1938 period. The common 
stock is currently quoted at about 23; 
any rise above 27% (with the pre- 
ferred at 111) would make the con- 
version privilege of actual value. 


Anchor Hocking Glass $6.50 pre- 
ferred at 111 yields 5.9 per cent (call 
price is 110). Each share is con- 
vertible into 3.14 common shares; 
thus the latter, now selling at 22, must 
theoretically rise above 35% before 
the conversion feature is reflected in 
the market action of the preferred. 
Based upon the pro forma statements 
of the predecessor companies (present 
company was formed in 1937), pre- 
ferred dividend requirements have 
been earned better than four times 
over during the past five years. Based 
on the present capitalization, the 
company earned $1.24 per common 
share in 1937, 68 cents in 1938, and 
$1.55 for the 12 months to June 30, 


1939. The company manufactures 
metal and molded container caps, 
various kinds of glass containers, in- 
dustrial glass and several types of 
sealing machinery. 


Westvaco Chlorine Products 5 
per cent preferred (par $30) may be 
converted into common stock, share 
for share through September 1, 1940. 
Thereafter, the rate drops 1/10 share 
of common each two years until Sep- 
tember 1, 1948, when the conversion 
rate becomes fixed at 5/10 share of 
common. At its recent price of 35 
(which compares with a current call 
price of 33) the preferred yields 4.3 
per cent. The common, quoted 
around 28, is thus selling about seven 
points below the level at which the 
conversion privilege should theoreti- 
cally become of value. Company’s 
growth over recent years and the 
earnings improvement that has al- 
ready been shown for 1939 hold the 
promise that the preferred’s con- 
version feature will become of actual 
value in the not too distant future. 
Company has operated profitably 
in every year since 1926, 
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Iron 
Fireman 


ERE are two equities 

that are selling at just 
about 10 times current earn- 
ings despite the fact that 
both companies promise to establish 
new high earnings records this year. 
Conservatively capitalized, possessing 
strong current finances, and under 
able management, these enterprises 
have been able to make profits in the 
worst depression years, and upon im- 
provement in general business con- 
ditions they should be able to better 
their previous cyclical records, if not 
surpass them. 


Iron Fireman 


Iron Fireman Manufacturing Com- 
pany has operated profitably every 
year since organization in 1925. It 
has also paid dividends every year 
since 1928, except for 1933. Original- 
ly concentrating on automatic stokers, 
Iron Fireman in recent years has 
broadened its lines to include oil 
burners, space heaters, furnaces, air- 
conditioning products and controls of 
various types. Net sales for 1937 
were double the 1930 record. And, 
although the margin of profit has 
tapered off as sales expanded, the 
company has nevertheless been able 
to top its previous best showing which 
was in 1929. 

Despite the poor business con- 
ditions that characterized the first 
half of 1938, earnings were neverthe- 
less well maintained for the year at 
$1.69 per share, compared with $1.98 
for 1937. During the last two months 
manufacturing capacity has been in- 
creased and production stepped up to 
take care of the increasing demand. 


At current price of 17 the stock yields 
over 7 per cent on the regular $1.20 
dividend. 


El Paso Natural Gas 


Organized in 1928, financed with 
high cost bonds, and faced with de- 
pression reduced demand, El Paso 
Natural Gas nevertheless has man- 
aged to operate profitably every year. 
When business improvement set in, 
the company began strengthening its 
financial structure, and expansion 
was commenced. By 1936 the com- 
pany was able to pay off in cash the 
$26.25 accumulated back dividends 
on its preferred stock. By Decem- 
ber, 1938, earning power had so much 
improved that refinancing was ac- 
complished at a rate of 3% per cent 
for long term bonds and 3 per cent 
for bank loans. Principal operations 
are limited to the production and 
sale of natural gas to a small num- 
ber of large scale contractual users. 


Yielding over 7 and 5 
per cent, respectively, 
Iron Fireman and El 
Paso Natural Gas are 
also experiencing an 
upward surge in re- 
venues and earnings. 


—Falcofoto 


El Paso 
Natural Gas 


Distribution costs are there- 
fore low, and an unusually 
large proportion of revenues 
can be carried through to 
net income. Also, the company is 
free from the domestic rate troubles 
that have beset the average utility. 
About 46 per cent of 1938 revenues 
came from sales to utilities, 41.2 per 
cent from the copper industry, and 
the balance from other industrial 
users. The largest customers include 
Texas Cities Gas, Central Arizona 
Light & Power, El Paso Electric, 
Phelps Dodge, Cananea Consolidated 
Copper, Magma Copper, Nevada 
Consolidated Copper, and Miami 
Copper. New pipelines have been 
started this year to serve additional 
plants of Phelps Dodge, Miami and 
Nevada copper companies. 


Attractive Yield 


Earnings per share have climbed 
from $1.76 in 1936 to $3.00 in 1937, 
$3.30 in 1938, and $3.68 for the 12 
months to June 30, 1939. While the 
bank loan and mortgage provisions 
limit the amount of earnings that can 
be paid out in dividends, and while 
the reported earnings are before 
charges for depletion (but after ade- 
quate depreciation), the current $2 
regular dividend basis seems strongly 
protected. With industrial activity 
increasing sharply under the war 
stimulus, demand for gas service will 
also increase sharply, particularly 
from the copper industry. And in- 
creasing production of oil and gaso- 
line is also important. At a current 
price of 40, the stock offers a yield of 
5 per cent. 
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Ratings are from THe FINANCIAL WorRLD 
Independent Appraisals of Listed Stocks. 
Refer to individual Stock Factographs for 
further vital information and statistical data. 


“Also FW” refers to the last previous 
item in the magazine. Opinions are based 
on data regarded as reliable, but no re- 
sponsibility is assumed for thetr accuracy. 


AMONG THE BULLS AND BEARS 


Prices Are as of the Closing, Wednesday, October 11, 1939 


Abbott Laboratories B+ 


Operating record and prospects 
warrant placement of long term funds 
in shares, now around 69 (yield on 
$1.60 ann. div., plus 30 cents extra 
paid so far this year, 2.8%). Despite 
important increases during earlier 
months of the year, company con- 
tinues to report further sales gains. 
In July and August, volume set new 
records for those months and Sep- 
tember sales are understood to have 
exceeded those of the corresponding 
1938 month by at least 20 per cent. 
Net this year is expected to exceed 
$3 a share, which would be the best 
result 
chances are that either the regular 
dividend will be increased or that 
extra payments will be augmented. 
(Also FW, Sept. 27.) 


Budd (E. G.) Mfg. pfd. Cc 


Speculative positions in shares, re- 
cently quoted at 52, may be continued 
for the long pull. Backlog of unfilled 
orders in the railway division was 
boosted sharply recently when com- 
pany announced receipt of a Portu- 
guese contract for 28 stainless steel 
coaches. As the year goes on, ability 
of Budd to capture an increasing 
volume of business suggests a real 
strengthening of competitive position. 
Company did comparatively well in 
the first six months and 1939 results 
should make a good showing. Be- 
cause of present financial status, how- 


ever, payment against preferred 
arrearages is remote. (Also FW, 
Aug. 30.) 

Bullard Cc 


Shares offer a suitable medium for 
representation in the machine tool 
group; approx. price, 26. A feature 
of company’s very heavy bookings 
over recent weeks is that the larger 
part of them involves early 1940 


in company history. The- 


delivery. Comparatively speaking, 
therefore, it may be that earnings 
over balance of the year will not fully 
reflect the sharp increase in business. 
Nevertheless, there has been a step-up 
in plant schedules. Thus, earlier esti- 
mates of $1 per share for the full year 
are being revised moderately upward. 
In the first six months, earnings were 


equivalent to 16 cents a share. (Also 
FW, July 26.) 
Chrysler 


Stock, now around 91, is suitable 
for cyclical representation in the auto- 
mobile industry (paid $4 so far this 
year). Although it is almost tra- 
ditional for motor shares to put on a 
bull performance just prior to open- 


ing of the National Automobile Show, — 


Chrysler’s recent strength is based on 
present as well as prospective gains. 
In the month of September, for ex- 


ample, retail deliveries of Chrysler 


cars were double those of a year ago. 
Moreover, in the final week of Sep- 
tember, factory shipments of the 
Plymouth line attained a new high. 
Dividend policy should continue 
liberal. (Also FW, Sept. 13.) 


Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their FINANCIAL 
Appraisal ratings up to date. 


American Woolen ....... D+ to C 
Prospects favor improved earns. 


§ Crown Cork & Seal C toC+ 
Aided by general business impr. 


Business vol. up. Div. possible 

Fairbanks’ Morse ....... Cc toC+ 

Improved earns. may bring div. 

General Telephone....... C+ to B 

Moderate earns. uptrend recorded 

§ Granite City Steel....... C to C+ 


Firm price situation an earns. aid 


Pan American Airways...C to C+ 
Earns. position strengthened 


Vulean Detinning ....... B to B+ 
Rise in scrap price helpful 


10 


Climax Molybdenum B 


Cyclical and longer range growth 
prospects warrant commitments in 
shares, recently quoted at 46 (ann. 
div., $1.20). The sharp advance in 
domestic steel production is finding 
reflection in operations of this com- 
pany. Having accumulated sufficient 
supplies for forward needs, Climax 
let its operating rate slip below peak 
capacity last March. Recently, how- 
ever, production has advanced and 
operations are understood to be run- 
ning some 20 per cent ahead of the 
March level. Earnings for the three 
months ended September 30, last, are 
expected to equal the $1.02 per share 


shown in the first six months. (Also 
FW, Sept. 13.) 
Dow Chemical A 


Attractive long term potentialities 
go far toward justifying liberal price- 
earnings ratios at which stock 1s 
characteristically quoted ; recent price, 
140 (ann. div., $3; yield, 2.1%). 
Despite an increase in shares out- 
standing, company began its new 
fiscal year by raising income to the 
equivalent of $1.33 per share in the 
August quarter, compared with 81 . 
cents in the like period a year ago. 
Company is now sharing in the coun- 
try’s industrial recovery. In addition, 
if the war in Europe is prolonged, 
company may capture certain foreign 
markets formerly supplied by other 
nations. (Also FW, Sept. 27.) 


General Electric B 


At prevailing levels, around 41, 
shares merit inclusion in well diversi- 
fied investment lists (paid and de- 
clared so far this year, 75 cents). 
Except for 1936 and 1937, General 
Electric earnings have leaned heavily 
on the company’s consumer markets 
over the past nine years. Now, how- 
ever, it really looks as if the ‘heavy 
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industry log-jam has been broken. 
This points to an increasing volume 
of orders for “heavy” electrical equip- 
ment and other products absorbed by 
the capital goods industries. It is this 
type of activity that holds the greatest 
profit potentialities for General Elec- 
tric at this time. (Also FW, Sept. 


20.) 


B+ 
While prices should respond to 
earnings improvement, primary at- 
traction of shares is for income; 
recent quotation, 38 (ann. div., $1.50; 
yield, 3.9%). Company recently re- 
cently received an order from the War 
Department for service and garrison 
shoes valued at a total cost of $770,- 
000. Aided by a substantial gain in 
volume, profit in the next six months 
to May 31, last, was equal to 85 cents 
a share and was far and away ahead 
of the like 1938 period. With pur- 
chasing power rising, further sales 
increases are in prospect. At the 
same time, the jump in hide and 
leather prices assures a satisfactory 
inventory position—and good earn- 
ings results for the final half of the 
fiscal year. (Also FW, Sept. 13.) 


Lorillard (P.) C+ 


Chief appeal of shares is for in- 
come; recent price, 22 (ann. div., 
$1.20; yield, 5.4%). In keeping with 
the trend of other leading cigarette 
brands, “Old Gold” volume has been 
holding steady thus far in the current 
year. At the same time, sales of the 
10-cent “Sensation” cigarette have 
been gaining sharply and it appears 
that company’s aggregate volume in 
1939 will exceed that of the previous 
year. In 1938, Lorillard earned the 
equivalent of $1.78 per share. For 
1939, however, unofficial estimates 
range anywhere from the previous 
year’s figure to as high as $2.50 per 
share. (Also FW, Aug. 30.) 


International Shoe 


‘’Test-Tube”’ 
Hosiery Near 


ITH prospective demand for 

“Nylon’—du Pont’s new syn- 
thetic fibre—exceeding earlier expec- 
tations, capacity of the plant now 
nearing completion at Seaford (Del.) 
will be increased by 25 per cent. At 
the same time, plans are going for- 
ward for a second unit at Seaford. 
Since indications are that it will be 
used (among other things) extensive- 
ly in ladies’ hosiery, “Nylon,” now a 
meaningless term to most women, 
seems slated to become a by-word 
across thousands of retail counters 
next year. 


Midland Steel Products C+ 


Moderate commitments in shares 
may be made as a speculation on 
trends in the auto industry; approx. 
price, 34 (paid $1.50 so far this 
year). With outlook for the auto- 
mobile industry highly favorable, at 
least one statistical organization has 
recently called attention to this unit. 
Midland Steel is the second largest 
factor in the automobile frame busi- 
ness and sales are made to practically 
every manufacturer. Despite com- 
pany’s highly cyclical status, the long 
term earnings record has been good. 
First half net equalled $2.47 per share 
and some sources are predicting $5.50 
for the full year. 


National Biscuit B 


While additional purchases are not 
suggested at this time, present posi- 
tions in shares need not be disturbed; 
approx. price, 23 (ann. div., $1.60; 
yield, 6.9%). Despite the fact that 


wheat quotations have advanced sub- 
stantially since the war began, com- 
pany seems to be in a good position 
to cope with this situation for the 
next several months at least. For 
one thing, National has enough wheat 
on hand for some time. Then again, 
prices of its products are more flex- 
ible to raw material changes than 
those of units concentrating on bread 
baking. (Also FW, Aug. 9.) 


Texas Corporation B 


Shares, now around 47, rank with 
the more attractive units in the oil 
group (ann. div., $2). “Texas” has 
been among the best acting oil shares 
over the past month or so and prices 
are now far above the lows reached 
early in August. As illustrated by 
estimated results for the earlier 
months of 1939, company cannot be 
expected to escape the adverse effects 
of generally unfavorable conditions in 
the industry. As one of the strongest 
of the integrated oil units, however, 
it is well situated to capitalize on the 


industry’s favorable long term trend. 
(Also FW, Sept. 13.) 


Western Union Cc 


Moderate purchases are warranted 
strictly as a speculation on continua- 
tion of general business improvement ; 
approx. price, 33. Having handled 
an extraordinary increase in business 
last month, official expectations are 
that all earlier losses will be elimi- 
nated and that operations will be in 
the black for the first nine months. 
While the rate of September activity 
has leveled off somewhat, volume is 
still at a higher level than in prior 
months. Because of leverage factors, 
Western Union is likely to report 
some rather sizeable earnings gains 
from this point if current revenue 
trends are sustained. (Also FW, 
Sept. 20.) 


(Please turn to page 28) 


Weekly Trends in Four Basic Industries 
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Spotlight 
on N eutrality 


Whatever action Congress eventu- 
ally takes in revision of the neutrality 
law, this much is certain: No decisive 
action will be taken until all the pros 
and cons are fully discussed. The 
spotlight of publicity which will be 
focussed on this controversy will 
make the public fully aware of the 
portentous significance of the meds- 
ures finally adopted in our earnest 
desire to keep out of the war. We 
are indeed fortunate in the liberty we 
can exercise in expression of opinion. 
This is a birthright of a democracy, 
the freedom of discussion that enables 
a majority with the aid of public 


opinion to come to a definite decision — 


on a vital step the nation must take 
in a critical period of its history. 

We all want to remain neutral. On 
this score there is no cleavage of 
opinion. It is only in the method to 
be pursued that it may be said the 
element of doubt enters, and in this 
direction the country searches for en- 
lightenment, expecting to find it in 
the debate in Congress. That we do 
not want any part in the mess Europe 
has stirred up again is a foregone con- 
clusion, for it has been unanimously 
registered by the public’s reaction to 
the President’s own peace plea in his 
address to Congress. 

Therefore, it is the hope of the 
people that no propaganda will creep 
into this neutrality debate, and no 
partisan politics ; but that all the con- 
troversial angles that have to be 
ironed out will be approached pa- 
triotically by all from the standpoint 
of what is in the best interest of 
America and still will not interfere 
with the legitimate progress of our 
own economic future. 

If we step carefully along in this 
practical manner, fortified with a dis- 
interested spirit to protect our own 
peace, when this debate is over and 
definite action is taken we will be 
reasonably certain to have worked out 


a neutrality law meeting with the ap- 
proval of the majority of our people. 


Market of 
Many Paradoxes 


Hardly six weeks ago the market 
viewed with jittery nerves the danger 
of war. When it actually came, con- 
trary to the consensus that prices 
would probably stage a sharp slump, 
stocks turned volte-face and broke out 
sharply on the upside. Now con- 
fronted with nebulous signs of peace 
it turns nervous, though it had been 
contended that if the world could be 
assured of peace there would be the 
makings of a sustained upward mar- 
ket. These conflicting views are cited 


to show how paradoxical the market 


has become. 

These paradoxes don’t end with 
that general review. The whole struc- 
ture is permeated with illogical con- 
cepts, in which prices of securities in 
relation to the value of money are as 
much out of kilter as the bones of a 
paralyzed man. We note U. S. Steel 
sans a dividend selling at a higher 
price-earnings ratio than established 
dividend producers; Crucible Steel 
common, blocked for some time from 
any return to its holders by more 
than $35 a share due on its accumu- 
lated preferred dividends, is equally 
out of range of what in normal 
periods would be regarded as a fair 
price. Then if we look at some of 
the preferred stocks, just because 
they are not war babies we find them 
quoted at figures bearing no relation 
to income yields on the theory that 
with inflation, fixed income issues 
should sell lower. That would not 
be paradoxical if their yields were 
low, but they are in some cases from 
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three to four per cent higher than 
time money rates. 

And so such paradoxes run 
throughout the category of the mar- 
ket. It is all so illogical that shrewd 
investors wonder whether the law of 
reason has been overshadowed by 
cockeyed speculative sophistry. 


Wartime 
Orders 


A misconception is entertained by 
the public regarding war orders. 
From reading the news, relating to 
the sharp upward curve the industrial 
indexes have recorded since last 
August, the impression is natural that 
war orders have largely contributed 
to it. However, this is not so, for 
the principal stimulus to this recovery 


came from our domestic revival. 


War orders still are of an abstract 
nature. They could be properly clas- 
sified as still in the “consideration 
stage.” An exception could be made 
in aviation equipment, where some 
large orders were already placed by 
France and Great Britain in the 
months previous to the outbreak of 
war. There is no doubt, though, that 
in the event of repeal of the arms 
embargo a flood of such orders will 
be placed unless in the meantime a 
basis for peace or a prolonged truce 
should intervene. In such an eventu- 
ality the bloom would soon vanish 
from the war complexion, but it is 
not likely to jar our peace time re- 
covery for any length of time. For 
the long term peace would prove a 
bullish factor, whereas a long war 
would end in violent readjustments. 

However, just now all this is only 
an academic problem, while large 
orders will be a definite probability if 
the conflict continues, for from what 
THE FINANCIAL Wor -p can learn a 
large amount of such business has 
been tentatively agreed upon and is 
simply waiting for the neutrality 
legislation to be disposed of. 


/ 


i 
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War 
and the 
Movies 


HEN the first German gun 

was fired on Poland, there were 
set in motion an infinite number and 
variety of forces that have brought 
serious problems to American mo- 
tion picture managements. Because 
of the emergency conditions that now 
prevail, they must soon find an im- 
mediate answer to a question that had 
been posed even before the outbreak 
of hostilities: What can be done to 
offset the impending loss of at least 
a major part of the important for- 
eign market ? 


Two Roads 


Management promises that film 
quality and quantity will not be af- 
fected have resulted in grave concern 
being felt for earnings, since produc- 
tion schedules were set up on the as- 
sumption that this market would con- 
tinue to deliver some 35 per cent of 
total revenues. Sustained domestic 
business improvement will tend 
partially to cushion foreign losses but 
the current level of average theatre at- 
tendance raises questions concerning 
the extent of significant improvement 
that could be shown from this source. 
A string of good pictures would also 
be helpful but—unfortunately—this 
possibility is limited by creative hu- 
man ability. Obviously, there are 
only two practical possibilities. Either 
new markets must be found or costs 
must be cut drastically. Can this be 
done? The stock market’s opinion 
as reflected in the prices of the shares 
of the leading companies seems to 
indicate that it can’t or won’t be done. 

Domestic producers are under the 
impression that British quota laws 
might be lifted and that this factor in 


combination with the government’s 
desire to “keep up civilian morale” 
would not only not be bearish but 
definitely encouraging. The latest 
reports do not bear out these quota 
“hopes.” British trade and labor 
groups are making every effort to pre- 
vent a duplication of the conditions 
during the last war, when the United 
States gained control of the British 
film market. Suppose for the sake of 
argument that these hopes are re- 
alized; how much actual profit could 
be drawn down from England under 
existing conditions? Remember— 
only 65 per cent of its theatres are 
at present opened and these operate 
under restrictions. Furthermore, they 
are not located in central London or 
in populous industrial areas such as 
the eastern coastal towns. If Ger- 
many launches a “war to a finish,” 
increasing danger of air raids may 
force a complete shutdown of the 
theatres. Finally, there is the fur- 
ther probable loss in foreign invest- 
ments that might result. In short, 
little help can be expected from 
England. 

The rest of Europe—excluding, of 
course, Germany and_ Italy—con- 


A crisis impends in the 
“houses that shadows 
built.” The ultimate 
outcome will depend 
principally upon the 
success of manage- 
ment in making all ne- 
-cessary adjustments. 
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tributes some 25 per cent of total for- 
eign revenues and in each of the 
principal countries involved, numer- 
ous restrictions have been invoked. 
Considering the geographical location 
of the 5,700 French and Belgium 
theatres, it is apparent that the 
American producers have little cause 
for hope here. Poland’s 769 theatres 
have practically disappeared as cus- 
tomers and still others may go out of 
the picture as the war progresses. 


Nearby Markets? 


Canada contributes only 4 per cent 
of the foreign revenues. Other than 
film censorship and a new tax on 
electricity which will necessitate 
economies in theatre and sign light- 
ing, no restrictive measures have as 
yet been imposed. This market has 
been suggested as a possible field for 
exploitation but any optimism gen- 
erated here must be tempered by the 
realization that, after all, the country 
is at war and future conditions are 
impossible to forecast. 

Central and South America con- 
tribute some 10 per cent. Here is a 
market that has been prominently 
mentioned in all exploitation talks. 
Admittedly, sharp business improve- 
ment in this territory will help, but 
exploitation costs money and since it 
is reported that American producers 
already do most of the total business 
how much more net profit can be 
secured from this part of the world? 

Now turn to the domestic scene. 
In the first place, the improvement 
in employment conditions is being 
felt at the box-office and past per- 
formances indicate that any further 
employment gains that will tend to 
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stimulate attendance and the box- 
office receipts. The prospects are less 
encouraging when looked at from the 
viewpoint of operating economies. It 
is well known that the men who make 
pictures have not been outstanding- 
ly successful in paring costs. Some 
layoffs have taken place. The salaries 
of a few top executives have been cut 
and a great deal of “serious considera- 
tion” has been given to enacting op- 
erating economies. But, as one in- 
dustry commentator has said, “the 


cost of making pictures in Hollywood 
has reached a height that is without 
the sanction of reason, necessity or 
good business.” The individual able 
to amuse the public can still write his 
or her own ticket. Union wage scales 
and working agreements still govern, 
and taxes continue to grow. The 
probabilities are that any operating 
economies attempted will be small at 
best. 

Admittedly, current low quotations 
for “movie” shares would appear to 


discount a considerable measure of the 
unfavorable factors currently prevail- 
ing. But a substantial decline in in- 
dustry income is immediately threat- 
ened. The ultimate extent of this 
loss as a result of hostilities and the 
amount that may be permanently lost 
are serious questions that cannot now 
be answered. Under the circum- 
stances, further price irregularities in 
the group are not unlikely and con- 
tinued avoidance of the stocks ap- 
pears warranted. 


Callable Bonds 
Attractive Yields 


This group offers one solution of the problems of 
conservative investors seeking adequate returns. 


LTHOUGH the high grade 
bond market has enjoyed a re- 
covery from the September slump, 


ranging up to five points or more for . 


a number of prominent gilt edged is- 
sues, the long term outlook is not re- 
assuring. Many farsighted investors 
hesitate to purchase low coupon 
bonds, or high coupon, non-callable 
bonds selling at large premiums, in 
the face of the majority opinion which 
holds that investment media of these 
types will eventually be subject to 
severe depreciation. Furthermore, 
even on the assumption that the price 
recovery is only temporary, the in- 
vestor who needs steady income is 
again faced with the problem of find- 
ing employment for his funds which 
will bring an adequate return. 

One solution of this problem is to 
be found in high grade, callable bonds 
selling at or a little above call prices. 
Bonds of this type, bearing coupons 
of 4% per cent or better, have en- 


gaged the attention of shrewd inves- 
tors for many months. But purchases 
(except in instances in which a small 
yield was available to the nearest call 
date) have involved an element of 
risk ; the investor usually placed him- 
self in the position of gambling 
against an early redemption. That 
risk factor is still present, but in much 
smaller degree. Because of the re- 


cent severe unsettlement in the se- 


curity markets, refunding operations 
have been practically suspended and it 
is unlikely that there will be any re- 
vival of this activity for several 
months, with the possible exception of 
a few private deals with insurance 
company groups or banks. Under the 
circumstances, the investor can obtain 
good yields with relatively little risk 
of loss of premiums, even on bonds 
selling two or three points above call 
prices, particularly if he diversifies his 
purchases. 

The five bonds in the selection pre- 


A Selection of Attractive Callable Bonds 


BOND TITLE: 


American Gas & Electric deb. 5s, 2028............- 
Monongahela West Penn Public Service Ist & gen. 414s, 1960 107% 
New Jersey Power & Light Ist 4%s, 1960......... 
New York Connecting R. R. Ist. 5s, 1953.......... 


United Biscuit Co. of America deb. 5s. 1950....... 


Callable 1939 Recent Yield to 
At Terms High Price Maturity 
scadbenees 106 30 days 109% 108 4.60% 
notice 
Mdays 110% 108 3.95 
notice 
105 30days 10% 107 4.00 
notice 
cencaecene 105 Onany 107% 105 4.50 
int. date; 
90 days 
notice 
isuteueee 105 30 days 109% 108 4.05 


notice 


sented in the tabulation are currently 
quoted only about two points below 
their 1939 highs. They were af- 
fected relatively little by the general 
slump in high grade bonds since their 
markets had previously been held 


_back by the redemption provisions. 


The yields, even at their 1939 highs, 
were substantially better than the 
average for low coupon bonds and 
non-callable issues in comparable 
quality rating groups. Since this still 
holds true, an extensive further re- 
adjustment of the high grade bond 
market toward a higher yield level 
could take place without any serious 
adverse effects upon the markets for 
relatively high coupon, callable bonds. 


“Yields to maturity on the five selec- 


tions are around 4 per cent or better, 
and current yields (except on very 
long term issues such as American 
Gas & Electric 5s) are materially 
higher. A long term trend toward 
higher interest rates would have con- 
siderable distance to go before passing 
the 4 per cent level for bonds of good 
quality. 

Bonds of this type have two ad- 
vantages: (1) liberal current yields, 
considering quality; (2) a “cushion” 
against future general depreciation in 
the high grade bond market, created 
by the call provisions which have pre- 
vented the bonds from advancing to a 
level at which their yields would be 
in line with prevailing money market 
conditions. 
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The Market Outlook 


Further gains in domestic business activity have not been sufficient 


as a stock market factor to offset a desultory war. 


But an early 


peace would find few important business positions to be liquidated. 


OT only has the stock market continued in 

its failure to keep pace with expanding busi- 
ness volumes and earnings, but currently stands 
several points below the level attained nearly a 
month ago. Obviously, potential purchasers are 
inclined to await more definite indications of 
whether the European war is to continue for a 
considerable time, or whether there is in pros- 
pect an early peace which would call for a re- 
vision of the investment policies which a short 
time ago seemed the most logical ones to pursue. 
Nevertheless, taking at their face value the re- 
cent statements of heads of the warring nations, 
the scales are tipped toward further conflict. 


HE conclusion of an early peace would un- 

doubtedly bring with it a scramble to get out 
of the war bride type of stocks which were so 
eagerly sought after early in September, and the 
selling in those groups would adversely affect 
most other sections of the market for a time. But 
in the long run, if a lasting peace could be worked 
out among the nations of Europe this would be a 
favorable development of the greatest importance. 
For the normal business of the entire world has 
been held back, disrupted, and in some cases made 
impossible by the tension which has prevailed in 
varying degree ever since the dictatorships began 
to build up their military machines. Continued 


warfare would doubtless bring with it a substan-_ 
_tial amount of business for this country (assum- 


ing neutrality law changes), and market prices 
for many stocks would rise proportionately. But 
no basis would thereby be laid for a healthy long 
term recovery, and the inevitable result would be 


‘a period of serious deflation. 


HERE has not yet been placed sufficient busi- 

ness in this country by belligerent nations 
so that cessation of hostilities would of itself re- 
sult in an important slump in our industrial ac- 
tivity. There has been a speeding up of produc- 
tion in order to bring inventory positions up to 
more adequate levels, but it is extremely unlike- 
ly that in the short space of one month the stocks 
of goods on hand have been increased to un- 
healthy proportions. Thus we do not appear yet 
(at least) to have created a situation that would 
have to undergo serious liquidation in the event 
that current prospects are shortly to be important- 
ly changed. 


T has previously been pointed out that this 
war—like those which have preceded it— 
would inevitably be marked from time to time 


_ by rumors that peace is almost at hand, and that 


these rumors would probably have their effect 
upon the security markets. And this constitutes 
one very good reason for investors not concen- 
trating their holdings in issues whose prospects 
are too heavily dependent upon military cam- 
paigns. In fact, such holdings should continue 
to account for only a comparatively small propor- 
tion of the total, with the largest portion of in- 
vested funds being represented by issues whose 
earnings depend most upon domestic trends in 
this country. The general run of shares of the 
latter type is reasonably priced in relation to 
the earnings which should be shown by general 
business ex-war stimulus, and consequently oc- 
cupies a much less vulnerable position than many 
of the war brides—Written October 11; Rich- 
ard J. Anderson. 
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The Trend Things 


Automobiles: 


Labor troubles are presently besetting a number 
of units in the automobile industry, but there is no 
prospect that the difficulties will be as serious or 
as prolonged as those of 1937 and a total produc- 
tion volume of 4 million to 4.5 million units seems 
in sight for 1940. This would compare with 2.6 
million for 1938 and an estimated 3.7 million units 
for 1939—a performance in line with the three- 
year cycle (one year of decline followed by two 
years of gains) which prevailed in the motor in- 
dustry prior to the prolonged slump of the early 
1930s. Currently, cars are being produced from 
the low cost materials for which contracts had 
previously been made. Later on these supplies 
will be exhausted, but any probable impairment 
of unit profit margins resulting from increased 
production costs should be more than counterbal- 
anced by the benefits of larger volume production. 
Naturally, General Motors and Chrysler appear 
in the best position to capitalize on the greater 
sales demand which appears ahead. But attain- 
ment of the volume which now is being expected 
would also find a number of the independent com- 
panies enjoying a period of relative prosperity. 
But from a stock market standpoint, the records 
of the latter companies in recent years show little 
evidence of ability to establish sustained earning 
power, and it may thus be questioned whether the 
potentialities for intermediate term gains fully 
counterbalance the risks. (Details on page 5.) 


Rail Equipments: 


Once again, the railroads see prospects of sub- 
stantial traffic gains ahead and are ordering new 
equipment in comparatively heavy volume. For 
the first eight months of this year, orders for 9,393 
freight cars were reported (by Railway Age) ; in 
the month of September alone, 24,231 new cars 
were ordered. Locomotive facilities have been in 
better shape, but September’s orders for 52 new 
units compare with 161 for the preceding Janu- 
ary-August period. Significant progress had pre- 
viously been made in passenger car modernization, 
and thus last month brought orders for only three 
passenger train cars. Orders so far placed this 
year compare with those of the same 1938 period 
as follows: Locomotives, 161 vs. 101 ; freight cars, 
33,623 vs. 9,410; passenger cars, 177 vs. 168. 
Little of this recent surge of new business will of 
course show up in the companies’ 1939 earnings 
statements. Considerable time is required for 
manufacture, and thus the full benefits of the im- 
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provement will not be seen until the 1940 figures 
are available. Their “feast or famine” records 
make the railway equipment group much more 
speculative than most others, but at the present 
time trends are running in their direction. 


Scrap Prices: 


In the last five months the price of steel scrap 
has shown a spectacular rise, the increase ranging 
from $5 a ton at Cincinnati to $10 at Pittsburgh. 
Pig iron prices have also advanced by $2 a ton. 
During this same period, prices received for fin- 
ished steel products have declined as a result of 
the concessions granted on large tonnages in mid- 
May. Thus, profit margins of steel producers 
which are compelled to purchase large quantities 
of scrap have been squeezed from both ends. Tak- 
ing the finished steel price index of The Iron Age 
as representative, the spread between raw material 
costs and selling prices for a semi-integrated unit 
in Pittsburgh is found to have declined from 
$32.20 a gross ton to $23.88. This is an extreme 
case; fully integrated companies, those operating 
in other districts where scrap has not risen so far 
and those possessing large inventories of iron and 
scrap, will not suffer to anywhere near this extent. 
But for the great majority of steel producers, the 
benefits of higher operating rates will at least 
tend to be offset over the next few months by 
larger raw material costs. (Details on page 6.) 


Rayon: 

Another industry that ordinarily follows reason- 
ably well defined cycles is the textile business— 
where the odd numbered years are usually best, 
and even numbered years most often show de- 
clines. The rayon companies now are approaching 
the end of a year that has beea marked by im- 
portant improvement in consumption, and it re- 
mains to be seen whether next year—contrary to 
present indications—a decline will develop. For 
the third quarter of this year, sales expanded so 
swiftly that producers were forced to draw down 
nearly 20 million pounds of yarn from stock to 
meet demand, which left less than a two-weeks’ 
supply at the beginning of the current quarter. 
Because of this tight supply situation, trade ob- 
servers now look for a decline in consumption in 
the weeks immediately ahead. Nevertheless, 1939 
will hang up a new high record (and by a wide 
margin) for rayon consumption. Rayon has sev- 
eral times recently failed to conform to the two- 
year cycle and may well do so in 1940, 
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Paperboard: 


Purely domestic factors have been responsible 
for a significant improvement in the operations 
of the paperboard companies this year. For the 
first eight months of 1939 (a period which does 
not include the boom which coincided with the 
outbreak of war), paperboard production was 
about 25 per cent ahead of that of the same 1938 
eightmonth. Since the period covered by the 
latest reported statistics, demand has expanded 
further and—just as important—prices have risen. 
Gains have not been confined to paperboard, but 
have also extended to kraft paper and bags. One 
reason for the higher prices is that shipping diffi- 
culties are making imports of sulphate pulp more 
costly. Thus, those companies which are largely 
dependent upon others for their pulp requirements 
are doubtless experiencing a squeeze in profit mar- 
gins, while the integrated companies are reaping 
full benefit from the changed situation. 


Recommended Changes: 


This week a number of additions and deletions 
are being made in the lists appearing on Page 
IV. To the preferred stocks for profit, Union 
Pacific $4 preferred is being added. Although 
non-cumulative, this issue has an unbroken divi- 
dend record dating back 40 years. At recent 
prices of around 83, the stock yields about 4.8 
per cent, and the 17-point discount from parity 
affords a reasonable amount of room for apprecia- 
tion as the fortunes of the country’s railroads con- 
tinue to improve. To the common stocks for in- 
come, Union Pacific common is being added, with 
its 6 per cent yield (price, 100) from a dividend 
covered by earnings. Another addition from the 
same field is Carolina, Clinchfield & Ohio com- 
mon, whose $5 dividend is guaranteed by the 
Atlantic Coast Line and the Louisville & Nash- 
ville, the latter a strong road. At a price of around 
84, the yield is nearly 6 per cent. 

The Melville Shoe dividend has recently been 


raised to $1 quarterly, affording an indicated an- 
nual yield of 6.9 per cent at recent prices of about 
58. This change appears to place this issue in a 
more attractive position than that occupied by 
United Shoe Machinery, and a switch from the 
latter into Melville is suggested. 

In the business cycle group Carrier Corpora- 
tion, which has been a disappointing performer, 
is being dropped; funds thus released may be 
shifted into Kelsey Hayes Class A, which is selling 
at about the same price. Another building con- 
struction issue being dropped is Crane Company, 
and in its place is being added the dividend pay- 
ing Pennsylvania Railroad, selling for several 
points less than Crane. Profits of from 10 to 20 
points exist on earlier recommendations of 
Crucible Steel, and it is suggested that these now 
be translated into cash. Weston Electrical Instru- 
ment, originally recommended at 18, has recently 
been selling at 25 and this profit also may be taken. 
Additions to the list are (in addition to Penn- 
sylvania) American Car & Foundry (recent price, 
37) and El Paso Natural Gas (40) ; a discussion 
of the latter appears on page 9. 


Summary of the Week’s News 


Positive Factors: 


Rayon Industry—Shipments in first nine months 
set new record. 

Copper—Domestic red metal prices boosted % cent 
by all producers. 

Steel Industry—Scheduled rate will produce high- 
est weekly output on record. 

Auto Output—Climbing toward 1939 weekly peak. 


- Neutral Factors: 


Washington— Embargo foes win preliminary 
— in Senate; final test on legislation to come 
ater. 

Supreme Court—Labor disputes to figure promi- 
nently in new session. 


Negative Factors: 


Europe—Soviet Russia continues swift drive for 
hegemony of Baltics. 

War—Daladier rejects Hitler peace; Germany 
reiterates war threats. 
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Current Recommendations 


BONDS 


These bonds can be used to form an investment 
portfolio backlog. While all are not of the high- 
est grade, they are reasonably safe as to interest 


and principal : 
For Income: 
Champion Paper deb. 434s, 50. 102 4.65% 105 
Container Corp. deb. 5s, 43.... 100 5.00 101 
Great Northern gen. 5s, ’73.... 90 5.55 Not 
Pennsylvania R.R. deb. 4%s,’70 85 5.29 +102% 
Utah Power & Lt. Ist 5s, 44... 100 5.00 105 
For Profit: 
Allis-Chalmers conv. deb.4s,’52 110 3.64% 106 
Interlake Iron conv. deb. 4s, 94 4.25 105% 
Lion Oil Ref. conv. deb. 4%s,’52 100 4.50 10214 
Phelps Dodge conv. deb. 3%s,’52 113 3.09 105 
Phillips Petrol. conv. deb. 3s,’48 114 2.63 102% 
Youngstown Sheet & Tube 

110 3.64 101% 


+Beginning 1940. 


PREFERRED STOCKS 


For Income: 


These are good grade issues, and suitable for 


investment purposes for income. 
Recent 

Firestone Tire 6% cum......... 103 

Interchemical Corp. 6% cum... 104 


Walgreen Drug 4%4% cum.(w.w.) 93 
West Penn Elec., $7 cum. cl.*A’ 100 


For Profit: 


Call 
Price 


105 
110 
107% 
115 


Reasonably assured dividends and prospects of 


appreciation are combined in these 


Chesapeake & Ohio $4non-cum. 87 
Crown Cork & Seal $2.25 cum. 

(w. w.) 
Goodyear Tire $5 cum. conv.... 99 
Radio Corp. $3.50 lst cum.conyv. 57 
@Union Pacific R.R.$4non-cum. 83 
Youngstown Sheet & T.5%4% cum. 88 


; @—New addition; see Page III. 


COMMON STOCKS FOR INCOME 


The primary attraction of these issues is their dividend regularity and the reasonable yields afforded. 
While not devoid of appreciation possibilities, price movements will probably tend to be more restricted 
than those of the “Business Cycle” group. 


Divi- _Indi- Annual 

Recent dends cated — Earnings — 

STOCKS Price 1938 Yield 1937 1938 
Amer. Home Products. 49 $2.40 49%, $3.88 $3.75 
Amer; Snuff ........<.. 69 3.25 4.7 3.13 3.32 
108 6.00 5.5 14.71 14.69 
Bristol-Myers ......... 48 240 5.0 3.21 3.25 
@Carolina, Clinch. & O. & 5.00 59 ee, 
Continental Insurance.. 37 1.80 48 2.73 2.87 
Corn Products ........ 62 300 48 2.52 3.18 
First National Stores... 45 2.50 5.5 x3.14 x3/38 
General Foods ........ 2.00 5.0 1.75 2.50 


@— New additions; see Page III. *--Dropped from list this week. 7—Dividend guaranteed. x—Fiscal years ended March 31, 


y—Fiscal vears ended February 28, 1939 and 1938. z—Based on recent increase in quarterly dividend rate to $1. 


BUSINESS CYCLE STOCKS 


Occupying the best position for price appreciation in periods of rising markets, stocks of the business cycle type 


are logically more susceptible to price declines in periods of general market weakness. 


issues. 


Yield 
4.59% 


6.25 
5.05 
6.14 
4.82 
6.48 


Call 
Price 


107% 


110 
100 
Not 
105 


Divi- Annual 

STOCKS Price 1938 Yiela 1937 1938 
36 $2.40 6.6% $2.95 $2.81 
Liggett & Myers, B.... 97 5.00 52 +. 6.35 6.09 
Louisville G. & E. “A”. 19 1.50 7.9 196 1.99 
@Melville Shoe ........ 58 24.00 26.9 4.56 3.59 
National Distillers .... 24 2.00 8.3 3.86 3.85 
Pacific Lighting ....... 45 3.00 66 410 .4.18 
Sterling Products ...... 75 3.80 5.0 5.29 5.10 
@Union Pacific ........ 100 6.00 6.0 6.15 6.62 
*United Shoe Machinery 74 4.25 5.7 y4.24 y3.95 


1939 and 1938. 


The issues listed in 


this group cannot be expected to resist the trend when virtually the entire market is declining but their 
potentialities for recovery are such as to warrant their retention in moderate amount in well diversified portfolios. 
Included herein are representatives of a number of companies which, although principally dependent upon domestic 
trends, should derive some earnings benefit from prolonged warfare. 


Recent dends 

STOCKS Price 1938 
Allis-Chalmers ........ 43 $1.50 
American Brake Shoe.. 54 1.00 
@Amer. Car & Foundry 37 cae 
Amer. Cyanamid “B”... 33 0.45 
Anaconda Wire & Cable 45 ek 
Bethlehem Steel ....... 89 ee 
Bullard Co. ........ 0.25 
*Carrier Corp. ........- 11 wr 
Climax Molybdenum... 46 2.20 
Consol. Coppermines... 9 0.25 
26 
Crucible Steel ......... 49 eh 
Curtiss-Wright “A”.... 26 1.00 
Electric Auto-Lite .... 38 1.00 
@Fi Paso Natural Gas.. 40 2.00 


Annual 

— Earnings —— 

1937 1938 
$4.42 $1.44 
4.01 1.03 
xD2.12 xD6.15 
2.09 0.91 
4.70 D0.23 
7.64 D0.70 
3.19 D0.08 
0.64 D2.90 
2.85 3.12 
0.32 0.20 
3.68 D0.25 
5.26 D8.78 
1.71 3.11 
24.25 22.43 
3.43 1.53 
3.00 3.30 


@—New additions; see Page III. *—Dropped from list this week. 


D—Deficit. x—Fiscal years ended April 30. 


(18) 


Divi- 
Recent dends 
STOCKS Price 1938 
Kelsey Hayes “A”...... 12 ee 
Kennecott Copper ..... 40 $1.75 
Lima Locomotive ...... 37 ae 
Montgomery Ward.... 54 1.50 
Motor Wheel ......... 16 
Nation Gypsum ........ 10 Ks 
Newport Industries .... 15 ie 
Paraffine Companies... 42 2.00 
@Pennsylvania R.R..... 25 0.50 
Square D. Company.... 28 = 0.75 
32 0.6214 
Texas Corporation..... 47 2.00 
Timken Roller Bearing. 50 1.00 
*Weston Electrical Inst. 25 0.50 


+—Before depletion. {Fiscal years ended June 20, 


z—12 months ended October 31. 


1937 1938 
$3.39 D$3.11 
+4.60 $2.10 
4.83 D3.26 
3.41 3.50 
2.11 0.73 
0.33 0.49 
2.22 D0.09 
£2.44 $2.80 
2.07 0.84 
2.15 0.38 
3.09 1.17 
2.31 0.51 
5.02 2.15 
4.49 0.59 
2.10 0.71 


1938 and 1939. 


veo 
5.82% | 
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4.84 
7.00 
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-—Finfoto 


arketwise and Otherwise 


HILE stocks have gone up one day and down 
the next, the general list is just about unchanged 
from where it was three weeks ago—the 150 zone, as 
measured by the familiar industrial average. As the tech- 
nicians would say, share prices have been “making a 
line,” a fact that usually presages an important move. 


F COURSE, the matter of peace or war abroad 

is practically certain to remain as the decisive mar- 
ket factor. But aside from this, it is likely that the in- 
creasing publication of third quarter reports, which will 
make highly favorable comparisons, will supply the im- 
petus for equities to resume their upward trend. This 
is particularly possible since statistical business improve- 
ment is continuing at a sensational rate. According to 
Washington economists, the Federal Reserve Board’s 
index of industrial production will probably average 120- 
125 in the final quarter. Such a development would bring 
aggregate business activity to the highest point on record. 


S FAR as the first three months of 1940 are con- 

cerned, however, prevailing opinion in the Capitol 
is that the index may drop 10 points or more. And at 
this point, war “ifs” make their appearance. An early, 
complete peace might bring anywhere from six to nine 
months of recession and readjustment. But if the con- 
flict is sustained, then an early pick-up after the first 
quarter is looked for, this to be followed by a boom year. 


N THE automobile industry, circumstances seem to 
be moving with a flair for the dramatic. The Na- 


tional Automobile Show in New York is being held dur- 
ing a period when motor car production is challenging 
the best weekly total of the year. And last Monday, auto 
output just about equalled the entire production for 1938 
—some 2,655,000 cars. This points to some highly favor- 
able fourth quarter results for the auto builders. In the 
last three months of 1938, for example, Chrysler turned 
out 250,000 units and netted $2.79 per share; at the 
present rate, this company should produce 20 to 25 per 
cent more cars in the fourth quarter—barring labor 
troubles. General Motors, in the final period a year ago, 
turned out 400,000 jobs and-earned $1.44; in the present 
quarter, this unit’s output is likely to top 500,000 cars. 


EPTEMBER can lay claim to being a remarkable 
market month for any of a number of reasons. One 
interesting sidelight is that a substantial number of stocks 
made both their highs and lows for the year during that 
period. This rather unusual situation is accounted for 
by the fact that heavy selling swept the list on the morn- 
ing of September 1, the initial day of hostilities. It will 
be recalled, however, that the latter part of that session 
witnessed the beginning of a sensational upturn. 


ge Washington service has published the outcome 
of a recent Senate poll on the question, “Do you 
favor repeal of the arms embargo?” Here are the results: 
Yes—56; No—28; Undecided—11. In other words, 
present sentiment is for a change in our neutrality legis- 
lation along the lines generally favored by American 
business.—Written October 10. 


The Most Active Stocks—Week Ending October 10, 1939 


Shares -—Price—~ Net 
Stock : Traded Open Last Change 
United States Steel......... 173,100 75% 744% —% 
Republic Steel .............. 117,200 26% 26% —% 
New York Central R.R...... 114,100 21% 21 —% 
Bethlehem Steel ........... 04,900 88% 
General Motors ............- 97,100 53% 545% —%H% 
Chrysler Corporation ....... 92,100 89% 914% +1% 
Pennsylvania Railroad ...... 67,800 25% 25 —% 
Baldwin Locomotive ........ 63,300 19% —% 
a 59,500 7% 6% —% 

Commonwealth Edison ..... 58,900 29% 30% +1 
Anaconda Copper ........... 57,800 . 33 32% —% 
North American Aviation.... 51,700 2034 203% —x% 
Kennecott Copper .......... 7,500 4034 39% —1\% 
General Electric ............ 46400 40% 40% —% 
International Nickel ........ 44,600 38 39%: +1% 


Shares -—Price— Net 
Stock: Traded pen Last Change 
American Radiator & §.S.... 44,200 10% 
Int’l Mercantile Marine..... 34,400 9% 9% —% 
Martin (Glenn L.)........... 33,900 36% 353% —1% 
Southern Pacific ............ 33,900 17% i, 
Yellow Truck & Coach...... 33,900 19 1i8%—% 
Paramount Pictures ........ 33,300 7% , 
North American Company.. 33,000 22% 22% + #% 
Stone & Webster............ 2,200 12% 124 —% 
Columbia Gas & Electric.... 32,000 7% 7% —% 
Youngstown Sheet & Tube.. 31,900 51% 51% — 
31,500 17% 17% —% 
Amer. Car & Foundry....... 31,300 37 27%#+% 
oe 29,700 30 30% +% 

Great Northern Rwy......... 28,400 31 30 —l 
Engineers Public Service.... 28,300 11% 12 +¥ 
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NCE again at the automobile shows 

and at its dealer showrooms in 

every community throughout the land, 

the motor car industry is in the process 

of displaying its new models before the 
sight and judgment of America. 


How well and how widely these cars 
win favor, is important not only to those 
who make them, but also to the national 
: economy. For the automobile today is 
ore not merely the product of the factory 
: that builds it—it is equally the product 
of scores of producers and suppliers of 
raw materials involving the produc- 
tivity of millions of workers distrib- 
, uted in thousands of places — almost 
everywhere. 


So it is not enough that the new cars 
represent improvement over yesterday’s 
z models. In the general interest they 
| must also represent values so compel- 
ling as to stimulate wide-spread buying. 


CHEVROLET PONTIAC 


We believe you will find the General 
Motors cars for 1940 fully meet these 
requirements. 


There is built into them the accumulated 
experience of an engineering group 
which, from the very beginning of the 
industry, has had the ability and courage 
to pioneer. Originating with the electric 
self-starter in the early days, down 
through the years there has come a con- 
tinuous series of engineering achieve- 
ments. But that is not all! General 
Motors technicians have demonstrated 
their versatility by developing such en- 
gineering products as the Diesel loco- 
motive destined to revolutionize trans- 
portation by rail, the Allison aviation 
engine recognized as a most important 
contribution to aviation engine practice, 
and in a somewhat different field, tetra- 
ethyl lead as a component of gasoline, 
revolutionizing the relationship of the 
fuel to the engine, making possible more 
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power with less weight and with greater 
efficiency. General Motors is proud of 
this record of achievement. 


But now in 1940 comes something more, 
and important. A new mechanism to 
connect the engine with the car has been 
in evolution for several years. It takes 
advanced form in 1940 and will be in- 
troduced in one of the cars of the Gen- 
eral Motors line. The clutch is elimi- 
nated. The changes in ratio, or speeds, 
are automatic. You simply steer! And 
the cost is astonishingly low for such an 
achievement. This device is destined to 
take the transmission out of the driving 
technique of the car of tomorrow. You 
certainly will be intrigued when you see 
and try this interesting mechanism. 


But the modern motor car has become 
not only something in which to go from 
place to place, but for many something 
to live in—hence comfort, luxury of ap- 
pointment, size, are important consid- 
erations. General Motors 1940 cars are 
definitely larger. The seats are wider. 
There is more room for both passengers 
and baggage. And in luxury of finish 
they are far superior to anything that 
General Motors has been able to ac- 
complish before. 


Again, here is something important! In 
several of the General Motors lines for 
1940 there has been added, an extra and 
special model for those who appreciate 
the ultra in design attrac- 
tiveness and luxury. You 
cannot help being impressed 
when you see this most modern 


LASALLE 


YOU CAN SEE THE 
VALUE—YOU CAN 
SEE THE PRICE 


of all cars. It is different! It is most 
appealing. 


While many items of cost have recently 
risen, and added value has been built 
into the 1940 design, selling prices in 
general have not been raised; in fact, 
some models list somewhat below the 
1939 range. General Motors subscribes, 
without reservation, to the prime im- 
portance, in the face of the existing 
emergency, of avoiding unwarranted 
and unjustifiable price advances. Such 
will be the policy throughout all its ex- 
tensive relationships. It will avoid to the 
utmost everything that promotes insta- 
bility of the economy. 


Thus the value of General Motors cars 
in 1940 is plain to see. But value is rela- 
tive. It necessarily involves the price 
you pay and what that price includes. 
General Motors prices are clearly 
shown on “plainview” price tags at- 
tached to every General Motors car on 
exhibit in every General Motors show- 
room. You see the base price the dealer 
sets on the car you need. You see all the 
additional items incident to the trans- 
action. And with each sale there is sup- 
plied an itemized invoice showing each 


item separately and its price as a part 


of the price you pay. 


Thus you see the value. Thus you see 
the price. The result is bound to be a 
clearer picture of the greater value in 
these General Motors cars of 1940. 


Chairman 
GENERAL MOTORS CORPORATION 


CADILLAC 
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American Ice Company 


- Earnings and Price Range (AIS) 


Data revised to October 11, 1939 
Incorporated: 1899, New Jersey. Office: 41 40 
East 42nd Street, New York City. Annual 30 PRICE RANGE 
meeting: Fourth Tuesday in March. Num- 20 
ber of stoekholders (September 30, 1939): 10 uo oa 
Preferred, 2,100; common, 3,900. 0 | 
refe 8 non-cum. 
on stock (no per)..........559,200 shs 1931 °33 “34 “37 1938 


“Non-calleble. 
Business: The second largest distributor of manufactured 
ice in the U. S. Operations are concentrated in densely popu- 
lated eastern centers such as New York, Philadelphia, Boston, 
Baltimore, Washington and certain sections of New Jersey. 
In recent years, diversification has been effected through sale 
of fuel oil and coal, and operation of a laundry in N. Y. C. 

Management: Experienced and capable. 

Financial Position: Strong. Net working capital December 
31, 1938, $2.3 million; cash, $1.6 million. Working capital ratio: 
3.4-to-1. Book value of common, $7.54 per share. 

Dividend Record: Regular preferred dividends 1920-34; par- 
tial payments thereafter. Last distribution, 25 cents in Septem- 
ber, 1938. Common dividends 1927-32; none since. 

Outlook: Recent elimination of funded debt and efforts 
toward greater operating efficiency have favorable implica- 
tions. But sharply higher earning power is not in prospect. 

Comment: Preferred is highly speculative, but may work 
into a somewhat stronger position over the longer term. Com- 
mon occupies a weak statistical position. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE oF < COMMON: 


Year's ivi- 
Qu. ended: Mar. 31 June30 Sept. 30 Dec. 31 Total dends Price e 
__, eee D$0.22 $0.24 $1.33 D$0.30 $1.05 $1.75 215%— 3 
eS D 0.78 0.38 1.01 D0.55 . 0.06 None 17%— 3% 
Spobseers. D 0.86 0.16 0.73 D 0.72 D 0.69 None 10 — 
ae D 0.78 D 0.45 0.54 D 06.75 D 1.44 None 4%— 1 
D114 0.73 D 0.64 D 1.22 None 2 
= D0.75 D002 D0.19 0.07 D 0.89 None 4%— 1% 
D 0.79 DO38 D 0.004 D 0.826 D 2.00 None 24%—1 
D 0.74 =D 0.28 *None *3%— 1% 


*To October 11, 1939, 


Edward G. Budd Manufacturing Co. 
Earnings and Price Range (BF) 


Data revised to October 11, 1939 
neorporated: 1912, Pennsylvania. Office: 
Philadelphia, Pa. Annual meeting: Third 7. PRICE RANGE m 
Wednesday in March. Number of stock- 
holders (April 1, 1938): Preferred, 1,693: [1° 


common, 9,168. 4 = 

Capitalization: *Funded debt..... EARNED PER SHARE 

tPreferred stock 7% cum. $2,908,198 

Common stock (no par).......1.656,808 shs DEFICIT PER SHAR i 


* 1931 ‘34 ‘35 1938 

Business: A leader in the manufacture of all-steel auto- 
mobile and truck bodies. Also makes diversified line of steel 
products used by the automotive industry. Developed “shot- 
weld” process in 1931 and began construction of streamlined 
Diesel-powered trains in 1933. 

Management: Progressive in developing new equipment. 

Financial Position: Fair. Working capital December 31, 1938, 
$4.1 million; cash $1.1 million. Working capital ratio: 2.4-to-1, 
Book value of common, $4.83 a share. 

Dividend Record: Poor. No payments on preferred or com- 
mon since 1930. Preferred arrears $61.25 as of August 1, 1939, 
RFC-Federal Reserve Bank loan contract prohibits payments. 

Outlook: Progress in the railway car division and trends in 
the automobile industry indicate favorable long term oppor- 
tunities for development of business in both fields, but indica- 
tions of development of satisfactory earning power have not 
been convincing. 

Comment: Large additional floating debt contracted in July, 
1939, tends to dilute the equity of the preferred and common, 

EARNINGS RECORD AND PRICE RANGE OF COMMON: 


Qu. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Year's Total Price 
1932 D$0.63 D$0.41 D$0.50 D$0.67 D$2.21 
ee D 0.50 D 0.51 D 0.05 D 0.25 D 1.31 9%— 
1934........ D 0.12 D 0.02 D 0.26 D 1.42 D 1.82 7™%— 3 
. 2S 0.05 0.02 D 0.0 0.31 0.31 9%— 3 
tb icekaas 0.19 0.17 D 0.45 0.44 0.35 15%— 9 
1937 bebeinee 0.19 34 0.01 D 0.06 0.48 14%— 2 
D 0.22 D 053 D 0.39 D D 1.15 T%— 3 
D 0.002 0.04 — 


American Metal Company, Ltd. 


Data revised to October 11, 1939 Garnings and Price Range (AMM) 


Incorporated: 1887. New York. Office: 61 80 

Broadway, New York City. Annual meeting: 60 PRICE RANGE 

Last Thursday in March. Number of stock- 40 TH Aa: 

holders (Nov. 18, 1938): Preferred, 561: 90 

common, 2,375. 0 oO co O 

Capitalization: Funded debt........... None $4 

*Preferred stock $6 cum. conv. EARNED PER SHARE $2 
68.441 shs 0 

Common stock (no par) ponesons 1,224,585 shs DEFICIT PER SHARE $2 


1931 ‘32 °33 ‘34 ‘35 ‘36 ‘37 1938 


*Non-callable. Convertible 1% shares 
of common through December 1, 1939. 

Business: One of the largest factors in smelting and re- 
fining of non-ferrous metals as well as an important producer 
in its own right, although in recent years company’s status 
has changed because of the construction of refinery plants 
and equipment by former large customers. 

Management: Regarded as among the leaders of the field. 

Financial Position: Strong. Working capital December 31, 
1938, $18.3 million; cash, $9 million. Working capital ratio: 3.1- 
to-1. Book value of common, $38.42 a share. 

Dividend Record: Payments uninterrupted (except in 1920) 
from incorporation in 1887 to 1930; omitted thereafter until 
1937. No present regular rate. 

Outlook: Earnings depend entirely on world prices and 
demand for non-ferrous metals. 

Comment: Stock has shown a trend toward recovery of its 
former investment status, but will continue in a speculative 
category as long as world economic conditions are unsettled. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


Qu. ended: Mar. 31 June 30 t. 30 Dec. 31 Total dends Price 
D$0.40 D$0.57 D$0.78 D$2.21 None 9%—1 
D 0.34 0.12 0.003 D0.03 D 0.25 None 23%— 8 
D 0.24 0.11 D 0.20 0.02 D 0.53 None 27% —12 
ea D 0.02 0.09 ~ 0.04 0.22 0.33 None 32%—13 
See 0.15 0.10 0.20 0.63 1.08 None 54%—27 
. 0.63 0.85 0.80 0.94 3.22 $3.00 68%—24% 
0.35 0.23 0.19 0.96 1.73 1.00 45 —23 
D 0.07 0.34 “0.50 *40%—25% 


*T> October 11, 1939, 


Chemical Bank & Trust Company 
CHEMICAL BANK & TRUST 


PRICE RANGE 


Data revised to October 11, 1939 


Incorporated: 1823, New York. as New York 
Chemical Mfg. Co. (to manufacture chemi- 
cals; charter amended in 1824 to permit 60 
general banking); became a trust company 40 
and adopted the present title in 1929. Main 20 
office: 165 Broadway, New York City. Annual 0 
tee Third Wednesday in January. 

ber of stockholders (December 31. 
1938) 16,803. 


Capitalization: *Capital stock 
2.000.000 shs 193 


ana double liability terminated 

Business: Conducts a complete banking and trust business. 
In addition to the main office, 10 branches are operated in New 
York, 1 in Brooklyn; also maintains offices in Chicago and 
London. Chemical Safe Deposit Co. and the 270 Broadway 
Corp. are affiliates. 

Management: Conservative and able. 

Financial Position: June 30, 1939, U. S. Governments, $185.8 
million; state and municipals, $40.1 million; other investments, 
$45 million; cash and due from banks, $289.4 million. De- 
posits, $646.8 million. Book value of stock, $38.01 per share. 

Dividend Record: Excellent. Together with predecessor, record 
of payments is unbroken for more than eighty years. Present 
$1.80 annual rate in effect since 1929, 

Outlook: Return to materially higher earning levels will de- 
pend largely upon resumption of heavy commercial borrowings. 

Comment: Shares represent one of the strongest and most 
conservatively managed banking institutions in the country. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 
Earned per share: 


After write-ofte $4 
EARNED PER SHARE 


Years ended Dec. 31: 1932 peer 1934 1935 1936 1937 19 1999 
Before write-offs ..... $3.11 $4.17 $3.89 $5.10 $5.39 $3.92 $3.56 o0ee 
After write-offs ...... 2.11 2.34 2.11 2.69 r 55 2.42 2. ose 

Dividends paid ........ 1.80 1.80 1.80 1.80 1.80 1.80 1.80 $1.35 


High 42 42 41 57 
BD 69 85 45 *54 
Low 24 2734 20% 36 51% 39 35 *41% 


*To October 11, 1939, 


(For additional Factographs, please turn to page 30) 


*To October 11, 1939, 
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Market Trend 
Analysis 


HERE has not yet been any in- 
dication of a full-sized technical 
correction of the September advance. 
The market continues to drift aim- 
lessly downward on volume which is 
not only small but tends to dry up 
still further as equity prices seek low- 
er levels. The reactionary tendency 
displayed by the industrial average 
since September 12 has finally spread 
to the rails, but in neither average 
can the decline be considered particu- 
larly impressive, especially in view of 
the volume recorded on the move. 
For the time being, at least, tech- 
nical indications have lost much of 
their value. The belief that the mar- 
ket is its own best forecaster is based 
on the assumption that market move- 
ments reflect in advance the weight of 
informed opinion regarding forthcom- 
ing economic or political develop- 
ments affecting the business structure. 
But the one great unknown quantity 
affecting share prices at present is the 
question of whether there is to be an 
early peace in Europe or a prolonged 
war; on this point, there can be no 
definite opinion. Until the question 
is finally answered one way or the 
other, equity values may be expected 
to continue to fluctuate within a com- 
paratively narrow range in accord- 


A decline to 145 in the industrials 
and 32 in the rails, unless accom- 
panied by larger volume, would pos- 
sess little significance; such a move 
can by no means be regarded as im- 
probable. Only if the 147.78 and 
30.81 levels were simultaneously 
penetrated on fairly substantial turn- 
over would the secondary trend be 
considered downward. And barring 
an authentic “peace scare” it is un- 
likely that a normal technical reaction 
would carry very far beyond these 
critical points. 

The New York Stock Exchange 
has recently reported that a very sub- 
stantial increase took place in the out- 
standing short interest in “war babies” 
during September. This factor would 
tend to cushion any decline resulting 
from a reliable indication that hostili- 
ties abroad could be expected to end 
shortly. On the other hand, short 
covering would add impetus to the 
rally which would be witnessed were 
the opposite development to occur. 
The entire short interest existing in 
all stocks at the end of September 
was considerably smaller than the 
normal share turnover for a single 
day, but when shorts rush to cover 
the effect on prices is out of propor- 
tion to the number of shares involved. 


ance with the changing tides of opin- —Written October 10; Allan F. 
ion regarding the outcome abroad. Hussey. 
Trends of the Dow-Jones Averages 
RAILROADS 
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| New 


Capital 


for your 
business 


Our broad financial 
contacts and experi- 
ence in corporate 
financing may be of | 
value to you. 

We invite inquiries from 


established firms or 
corporations. 


H. D. WILLIAMS 
& CO. 


120 BROADWAY 
NEW YORK CITY 


COLUMBIA 


OLUMBIA) 
SYSTEM 


GAS & ELECTRIC 
CORPORATION 


The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 52, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 42, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 31, quarterly, $1.25 per share 
payable on November 15, 1939, to holders of 
record at close of business October 20, 1939. 
Howranp H. PE tt, Jr. 
Secretary 


October 5, 1939 


Make Your Own Charts 


THE PRICE RANGER 


Use these specially designed chart 
blanks. They are particularly adapt- 
able for the simplified plotting of 
daily stock market prices and volume. 
Each sheet 8!4 by 11 inches, sufficient 
for a six-months arithmetic record. 
Price: $1.00 for 25 sheets 
Send money order or check to 


EDWARD WILLMS, 136 Liberty St., N.Y. C. 
BArclay 7-7265 


Charts, graphs, maps and floor plans 
of every description prepared to order. 


SUCCESSFUL MANAGEMENT 


of investments demands the organized 
knowledge of investment analysts. Send 
in a list of your securities for our up-to- 
date analysis. Write Dept. K-6 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 
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Bond Market Digest 


HE uncertainties faced by the 

speculative markets have recently 
been reflected in the irregularity of 
the lower grade divisions. Losses in 
speculative issues have generally not 
been severe, and a few have been able 
to move against the immediate trend. 
But on the whole, the market picture 
in recent sessions has been the re- 
verse of that of early September, with 
high grade bonds showing well sus- 
tained rallying power. Although the 
recovery in high grades has been im- 
pressive, this does not, of course, 
necessarily signify that last month’s 
slump gave a false signal of the longer 
term trend. . 


Philadelphia Co. 5s 


Despite unsettled conditions in the 
security markets, preliminary ar- 
rangements are being made with a 
view to the refinancing of the secured 
5 per cent bonds of the Philadelphia 
Company, an intermediate holding 
company in the Standard Gas & Elec- 
tric system. A special meeting of 
stockholders has been called for De- 
cember 5 to vote on proposals au- 
thorizing changes in the company’s 
capitalization. The authorizations 
will be elastic, to permit increases in 
indebtedness or capital stock or both. 
The plan currently under considera- 
tion calls for sale of $40 million new 
debentures and $25 million preferred 
stock which will be convertible into 
common stock of the Duquesne Light 
Company, the principal operating 
subsidiary of Philadelphia Company. 
The outstanding bonds have recently 
been quoted close to their call price 
of 105. 


Nebraska Power 42s & 6s 


Nebraska Power Company first 
44s and debenture 6s have recovered 
most of the ground lost in the Sep- 
tember slump and are again selling 
close to their 1939 highs. Their de- 
clines last month were not as severe 
as those of many high grade utilities 
since the yields offered by these ob- 
ligations are better than average. 
However, any bond selling at a high 
premium is somewhat vulnerable in 
a declining market. In view of this 


fact and the longer term uncertainties 
as to interest rates, the first 442s and 
the debenture 6s, selling around 110 
and 120, respectively, might be con- 
sidered for temporary holding, but do 
not appear suitable for long term 
commitments by the average investor. 

The company’s earnings have con- 
sistently shown a wide margin of pro- 
tection for fixed charge requirements. 
Although Nebraska Power was not 
considered to be particularly vulner- 
able to subsidized competition, the re- 
cent removal of all seeming threats 
of that nature may be viewed con- 
structively. An agreement has been 
reached by this company and the three 
Nebraska power districts (financed 
by the Federal Government) under 
which Nebraska Power contracts to 
purchase 40 to 50 per cent of its 
power requirements from the hydro- 
electric districts at a favorable rate, 
making unnecessary the building of 
additional plant capacity. 


Anaconda 


A record for stability in a period 
of extreme market fluctuations has 
been established by Anaconda Copper 
debenture 414, 1950, which have held 
to the narrow range 10414-107%. 
Currently quoted about one point be- 
low the high, they are not considered 
attractive for new purchases because 
of the possibility of early redemption. 
Retirements for the sinking fund are 
heavy; over $16.6 million have al- 
ready been called for sinking fund ac- 
count. The probabilities are that— 
unless the entire issue should be re- 
deemed—the sinking fund appropria- 
tion will be much larger for 1940 than 


TREND OF THE BOND AVERAGES 


| 


1932 ‘33 "35 "36°37 1938 JAN. July Aug.Sep. Oct.Nov.Dec. 
1939 


the $2.6 million total for the current 
year. The minimum is $1 million an- 
nually; in addition, 20 per cent of 
consolidated net earnings of the pre- 
vious year must be devoted to sinking 
fund retirements unless the cumula- 
tive total should exceed certain ar- 
bitrarily fixed amounts ($27.5 mil- 
lion for 1940). Since 1939 earnings 
will show a big increase over 1938, 
heavy sinking fund retirements are in 
prospect for next year. However, 
there has been considerable discus- 
sion of the possibility of refinancing 
the debentures by the flotation of a 
new issue of convertible debentures, 
which may materialize if conditions 
in the metal industry are favorable to 
a strong market for copper equities 
next year. The bonds are currently 
callable as a whole at 105, and at 104 
for sinking fund. 


P.& W.V.4%s 


The advances in the various issues 
of Pittsburgh & West Virginia first 
4¥%s have been among the most spec- 
tacular of the wide moves recently 
recorded in the railroad group. These 
bonds were quoted around 53 last 
week, in contrast with the year’s low 
of 23. The company for several 
months has been trying to effect a 
consolidation of its floating debt and 
making other efforts to stave off the 
threat of receivership. It now appears 
possible that the spurt in the steel 
industry will provide all the assist- 
ance which is needed. The company’s 
finances have been so precarious that 
a long period of sustained traffic gains 
will be necessary to remove the bonds 
from a decidedly speculative category 
but, for the near term future, at least, 
the picture has changed radically. 
Traffic of this road responds quickly 
to steel activity, as is evidenced by 
the wide gains in recent carloadings. 


Why Municipal 


Utilities Fail 


ARLY in the ’20’s Louisville, 

Ky., took over the privately oper- 
ated water works that served the city, 
enthused by the thought it could oper- 
ate them more economically and thus 
save its citizens some money on the 
cost of their water. It has since been 
found that this thought was a de- 
lusion. Now the citizens are asking 
for an end to this unsatisfactory ar- 
rangement. They would very much 
like some private enterprise to take 
over the management of the proper- 
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ties, and American Water Works & 
Electric has consented to undertake 
the job on a ten-year, straight man- 
agement fee basis. A committee in- 
vestigating the company’s operations 
has ascertained that it has been able 
to earn only a little more than 2 per 
cent of property value despite the tax 
advantages and other concessions 
municipally owned utilities enjoy. 
There is a reason for this failure, a 
reason as plain as a sore nose on a 
person’s face. These enterprises are 


‘managed by politicians, whose only 


interest is to keep their jobs. They 
are not under any pressure to show 
a profit. This incentive is lacking. 
They are not under any obligations 
to stockholders, who would fire an in- 
efficient management, and as long as 
the taxpayers can be deluded into 
believing they are getting cheaper 
service the money can always be 
found to cover the shortcomings. 

New York City’s taxpayers will 
find this out also after the transporta- 
tion lines have been unified and oper- 
ated by the city for a term of years. 
They will be lucky if they do not later 
find themselves paying a higher fare. 
Where the profit incentive is lacking 
in the operation of any business, it 
invites lackadaisical management. 
This is the principal reason why so 
many municipally owned utilities fail 
to earn their keep and board. 


Not News to Us 


FTER a diligent investigation of 
those investment trusts that 
especially appealed to the small in- 
vestor as sound and practical vehicles 
through which to invest or speculate 
in listed securities on the partial pay- 
ment plan, the SEC could find noth- 
ing in them to recommend and much 
to severely criticize. 

Its findings are not news to us. 
Repeatedly have we pointed out how 
ingloriously they failed to fulfill their 
promises. Many of these schemes 
were not started with any sincere 
purposes to aid the small investor, 
but were launched with the selfish 
thought of providing fat cows which 
the promoters could milk for their 
own profits. 

Here again is an illustration of how 
a fundamentally sound investment 
theory can be nullified by the mer- 
cenaries who had taken charge of it. 
In the records of thirty-three of such 
ventures coming under the scrutiny of 


the Securities & Exchange Commis- - 


sion, it was revealed that out of the 
$52 million investors put into them 


ITHOUT “cutting corners” and with- 

out skimping, youcan now make really 
worthwhile savings on building remodel- 
ing costs. Simply specify Celotex Interior 
Finishes—do three jobs at one cost—and 
count the savings as profit. 

By using Celotex Interior Finish Prod- 
ucts, you’ll get walls that are new and 
strong—walls that provide efficient insula- 
tion against excessive summer heat and 
winter fuel loss—walls that bring smart 
decorative effects without painting, because 
of the attractive finish of the materials! 

You'll cut labor costs too, for Celotex 
Interior Finish Plank, Tile and Building 
Board can be applied right over existing 
walls and ceilings. The work can be done 
quickly, without the expense and muss of 
tearing down old plaster. 

Small wonder then that building oper- 
ators, owners and trustees are turning to 
Celotex Interior Finishes to enhance the 
value of their properties. 


: When You 
_ Save Money the Smart Way 


MODERNIZE..REDECORATE AT ONE COST WITH 


CELOTEX 


REG. U. S. PAT. OFF. 


INTERIOR FINISH PRODUCTS 


Remodel.. 


Call your Celotex dealer today. Let him 
explain how Celotex Interior Finish Plank 
and Tile and Building Board can be used 
to modernize offices and office buildings 
in which you are interested. Get a free 
cost estimate without obligation. Call him 
now. The Celotex Corporation, Chicago, 
Illinois. 


The word Celotex is a brand name 
identifying a group of products mar- 
keted by The Celotex Corporation. 


THE CELOTEX CORPORATION FW 10-18-39 
919 North Michigan Ave., Chicago, Ill. 
Please send me your new FREE book about 
Celotex Interior Finish Products. I am inter- 
ested in ["] Remodeling [[] New Building 
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they only received back little more 
than $10 million; and instead of the 


$42 million that was supposed to re- 


main, there was left but $23 million— 


a shrinkage of around $19 million. 
All this was eaten up by charges mul- 
tiplied again and again, and when it 
was found to the promoters’ advan- 


tage, the holders were lured into turn- 
ing in their old certificates for new 
ones, often requiring additional cash. 

So the game went on, always with 
the investors playing the rdle of the 
sheared lamb. In exposing these 
frauds the Securities & Exchange 
Commission confirmed the opinion of 


their operations THE FINANCIAL 
Wortp had formed long _ before. 
There now is the problem of what is 
to be done to conserve what remains 
of the assets for the deluded cer- 
tificate holders. 


Air Progress Epitome 


WEEK ago, American Airlines 
Acarried its two-millionth pas- 
senger. Reflecting the progress of 
air transport, it took the company al- 
most ten years to carry its first mil- 
lion passengers but less than three 
years to attain its second million. 
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New-Business Brevities 


Synthetic War 


The Viscose process of Courtaulds, 
Ltd., is turning out wool-rayon ma- 
terials for making officers’ uniforms 
—this new textile, made from the 
“Fibro” yarns, is said to be stronger 
than the usual woolens. . . . Eastman 
Kodak’s ‘‘Tenite” plastic is being 
tested for gun stocks by the J. Stevens 
Arms Company —these synthetic 
shoulder pieces for rifles are found to 
be much stronger and may _ be 
moulded in a fraction of the time re- 
quired to fashion the regular walnut 
stocks. The Société Nobel Frangaise 
of Paris reports the development of a 
fabric that is reputed to be im- 
penetrable by war gases, including the 
deadly mustard varietvy—it is made 
gas-proof by three layers of tightly 
woven cloth, between which are sand- 
wiched two layers of flexible plastics 
of the polyvinyl type. 


Air Transportfolio 


It is expected that United Air 
Lines will order six of the new DC- 
4s, the world’s largest commercial 
landplanes, made by Douglas Air- 
craft—these will be equipped with 
pressure cabins that permit air pres- 
sures equivalent to 8,000 feet at al- 
titudes of 18,000 feet. . . . An air- 
plane carburetor, designed with a 
diaphragm of neoprene chloroprene 
rubber to regulate the flow of gaso- 
line, has been perfected by du Pont 
—the advantage is that the improve- 
ment will permit flying upside down 
as well as right side up, or during 
violent air manoeuvres. . . . The 
Maine Game Commission has pur- 
chased a Stinson “Reliant” plane to 
perform an unusual year-round ser- 
vice—in summer it will drop young 
fish from the air to stock inland 
streams, while in winter hay and 
other feeds will be distributed to 
snowbound deer. 


Illumination Illustons 


It leoks as though duPont’s 
“Lumarith,” light-transmitting plas- 
tic, will have many more uses than 
in dental offices—electric “billy clubs” 
for traffic policemen, soft-glowing 
canes for theatre ushers and radiant 


By A. Weston Smith, Jr. 


batons for orchestra leaders are next. 
. . . Duro-Test will next offer a 
“Utility-Unit,” combining its fluores- 
cent tube light with an attachment 
that will permit it to be inserted in 
the conventional electric socket—a 
candlestick arrangement makes it pos- 
sible to use fluorescent lights in place 
of candles on the dining room table. 
. . . Glass wool will be used to in- 
crease the efficiency of fluorescent 
lamps, under a patent granted to 
Samuel Ruben Company—the glass 
wool is sprayed with the fluorescent 
material to form a more even lining 
on the inside of the tubing. 


Office Equips 


Royal Typewriter is distributing a 
new booklet that may become the 
stenographer’s bible—called “50 Com- 
mon Typing Faults and How to Cor- 
rect Them,” it was prepared by Al- 
bert Tangora, the world’s typing 
champion. . . . Underwood Elliott 
Fisher has still another improvement 
to prevent typing errors—a new type- 
writer ribbon will cause a signal light 
to flash in the eyes of the typist when 
the end of the ribbon is reached... . 
Victor Adding Machine will feature 
a new baby in portables this fall—its 
midget model weighs less than nine 
pounds and occupies no more desk 
space than a telephone. . . . General 
Fireproofing is using more and more 
sponge rubber for the cushions of its 
office furniture—it is believed that 
this is a constructive development be- 
cause foam rubber is a lot softer than 
certain executive laps. 


HE Monopoly Investi- 
gating Committee seems 
to agree that there is only one 
safe place for war profiteers 
—no one would shed any 
profitears over them there. 
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Christenings 


Newest electric shaver from Gil- 
lette Safety Razor, to retail at $10, 
will be called the “Kumpakt.” . . 
Lambert Company is testing a “morn- 
ing-after” effervescent tablet under 
the name, “Milk-o-Mag.” . . . Beatrice 
Creamery will tradename its latest 
cheese spread, “Smoozette.” 
Latest in carbonated coffee bever- 
ages will be known as “Coffo,” a 
product of Overland Packing. . . . 
“Book-O-Soap” will classify Alesco 
Products’ newest novelty, a booklet 
of ten pages, each sheet of which 
supplies enough soap to wash the 
hands once. .. . Burgess Battery has 
combined modern design and acous- 
tical construction in a telephone booth 
that has been styled as the “Acousti- 
Booth.” . . . Follmer, Clogg has a 
new surf mattress for water sports 
which has been registered as the 
“Figurate,” because it is shaped like 
an “8.”. . . Ken-O Products goes a 
step further in the pet supply field 
with “Ken-O-Dent,” a dentrifice for 
dogs. 


Odds & Ends 


Life Savers, no longer the sponsor 
of the parachute jump at the N. Y. 
World’s Fair, will soon return to the 
air—but next time on the radio... . 
Marion Steam Shovel is working on 
what it believes to be the world’s larg- 
est steam shovel—costing $450,000, 
its bite capacity will be 35 cubic yards. 
. . . Servel’s coming models will be 
featured with a new push-button-op- 
erated latch—designed by Norman 
Bel Geddes, this refrigerator latch is 
automatically pushed open when only 
touched with finger-tip pressure. . . . 
Socony-Vacuum will soon reveal a 
new Diesel engine fuel—by using 
acetic anhydride as one of the in- 
gredients, this fuel is said to speed 
starting, eliminate knock and give 
smoother operation....It is a 
strange assortment of titles which 
have come out of Hollywood in recent 
weeks—the following are said to be 
due to the recent popularity of in- 
fants in pictures: “Bachelor Mother,” 
“Unexpected Father,” “Farmer’s 
Daughter,” “Children of the Wind” 
and “Everybody’s Baby.” 
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Motors’ Momentum 


Costinued from page 6 


proportions. The war has practically 
terminated exports to some of the in- 
dustry’s best foreign customers. A 
sharp reaction from the current spurt 
in general business activity, prior to 
or during the spring selling season, 
would cause many potential customers 
to change their minds, especially if 
it were accompanied by a serious 
slump in security prices. 


What’s Ahead P 


As long as the cyclical trend points 
upward, such factors as anticipatory 
purchases and the deterrent effect of 
price increases, when and if an- 
nounced, usually prove to be matters 
of relatively little importance. With 
so many abnormal economic forces 
currently at work, no one can be cer- 
tain of the development of business 
trends more than a few months ahead. 
But when. one considers the auto- 
mobile industry separately, in rela- 
tion to its typical production cycles 
and factors such as long term growth 
and accumulated replacement needs, 
it appears that 1940 should continue 
the improvement which has been re- 
corded in 1939, Nineteen thirty-eight 
(production 2.6 million units) was a 
year of sharp recession from the post- 
1929 peak year 1937 (production 5 
million units). If sales were above 
normal in 1936 and 1937, they were 
sufficiently below normal in 1938 to 
compensate for most or all of the ex- 
cess. Estimated 1939 (calendar 
year) production of about 3.7 million 
units is approximately in line with 
normal replacement volume. That 
situation, in itself, certainly does not 
call for any retrogression in 1940. On 
the contrary, a production volume of 
4 million to 4.5 million units would be 
a reasonable expectation for next 
year. This, incidentally, would be in 
line with the three year cycle (one 
year of decline followed by two years 
of gains) which prevailed in the mo- 
tor industry prior to the prolonged 
slump of the early 1930s. And if vol- 
ume exceeds the 4 million level, any 
probable impairment of per unit prof- 
it margins resulting from increased 
production costs should be more than 
counterbalanced by the benefits of 
large volume production, frequently 
demonstrated in the history of this 
industry. 


A 


HAVE 


A “Winter Coat” 
for your car! 


During the colder months to come, your 
car needs our 
tion. Just changing motor oil to a Winter- 
grade is not enough. Here’s your chance 
to get complete protection economically. 
We know that Cities Service petroleum 
products are good products. . 
be able to prove to you that “SERVICE is 
our middle name.” 


YOUR FREE 
FOOTBALL GUIDE IS READY . 


ages containing all at d 
Friday night on the Cities _ Radio Hour, 
Grantland Rice picks the next day’s winners. 8&8 P.M. 
(E.S.T.) over NBC Red Network. 


“WINTER-COAT” protec- 


. and we'll 


GRANTLAND RICE 


you need. Every 


AT ALL CITIES SERVICE DEALERS 


This statement should perhaps be 
qualified to the extent that it excludes 
the effects of a runaway rise in com- 
modity prices and the appearance of 
major labor difficulties. The former 
does not seem probable; concerning 
the latter, predictions cannot be made 
with any great degree of assurance. 
The Nash plants in Wisconsin have 
been closed by a CIO strike. On the 
other hand, strikes at Bohn Alumi- 
num and Midland Steel Products 
plants have been settled by the grant- 
ing of relatively minor concessions. 
Whether or not these settlements 
signalize the end. of the CIO drive 
for a “union shop” remains to be seen. 
Near term developments in the 
Chrysler and General Motors organ- 
izations may provide the ciue. 

The net effects of the war upon 
the motor industry are difficult to es- 
timate. Automobile shares are not 
logically to be classified among the 
“war babies”; neither are they to be 
considered as a group likely to suffer 
seriously from the effects of war. 
Some truck contracts may be obtained 
from the belligerents if hostilities on 
land should enter a more active stage 
On the other hand, a profitable busi- 
ness in exports of passenger and com- 
mercial cars to Great Britain, the 
Scandinavian countries, Europe and 
South Africa will largely disappear. 
This loss may be effectively counter- 


balanced by increased sales to South 


America. Any war boom of long 
duration in this country would in- 


crease the spending power and in- 
clination of the general public which 
would have a temporary beneficial ef- 
fect upon motor vehicle sales. 

In so far as it is possible to project 
1940 earnings, the early portents are 
favorable. Although the 1940 lines 
have the “eye appeal” which is one 
of the prerequisites of a successful 
model year, changes in general have 
been much less radical than those 
made a year ago and, consequently, 
tool and die write-offs should not be 
especially heavy. The industry will 
be working on low cost parts and ma- 
terials up to the end of 1939; there 


_ will undoubtedly be advances after 


the year-end, and it may be advisable 
to reappraise the outlook at that time. 
However, if the upward trend of vol- 
ume can be maintained, cost factors 
should not prove formidable. Auto- 
mobile manufacturers have a notable 
record of achievement in the control 
of costs (excepting, of course, the 
period of sit-down strikes in 1937 
when their hands were tied by politi- 
cal influences). 


Attractive Stocks 


The stocks of the industry leaders, 
General Motors and Chrysler, are 
capitalizing indicated 1939 earnings at 
conservative ratios, and the excellent 
fourth quarter results which are con- 
fidently expected for these companies 
explain their better than average per- 
formance in recent markets. These 
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Adjust Your Investments 


To Wartime Conditions 


REAT investment possibilities have been created by the war 
—and equally dangerous situations likewise have come into 
existence. Regardless of where your sympathies may lie, or how 
you may feel about the uselessness of war, or the advisability of 
intervening as a mediator, you are faced with the fact that peace- 
time investments are not wartime investments. The situation, which 
is not of our making, forces you to undertake an immediate analysis 
of every issue in your portfolio in order to determine if you are 
justified in holding it. 


@ But while these possibilities exist in this new market, your in- 
vestment structure must be erected on a solid foundation, and built 
according to plan and scale. Every stock or bond should be 
thoroughly studied and its possibilities weighed before you deter- 
mine whether it should be held, sold, or purchased. 


@ If you try to chart your own course you run the risk of mis- 
interpreting the many unusual factors that contribute to wartime 
security values. You must judge accurately the extent to which 
every company may profit directly or indirectly from an influx of 
business from abroad; you must know what its business volume 
may mean in profits per share; you must keep posted to the minute 
on such matters as the Neutrality Act, its influence on each com- 
pany’s business, the probability of its repeal, the limitation of profits 
that may be imposed by Congress, and other vital matters. 


@ With your portfolio under the continuing supervision of the Re- 
search Bureau; however, you avoid these dangers for you have at 
your command all the facilities for detecting and weighing invest- 


ment values and market trends perfected by The Financial World» 


in almost thirty-seven years of service to American investors. 


@ As our client a personal program will be prepared to meet your 
individual objectives and resources. Every issue in your portfolio 
will be kept under our constant scrutiny, and at the rights times you 
will be told what to sell and how to reinvest. You will have no 
moments of uncertainty. You will not have to ask for an opinion at 
any time—we voluntarily advise you of each successive essential 
step in carrying your program to success. 


® The annual cost of this individual guidance is only nominal: one- 
fourth of one per cent of the market value of your portfolio ($2.50 
per $1,000). The minimum fee of $125 a year covers portfolios 
valued up to $50,000. If your portfolio is valued at $10,000 or more 
it will be accepted for supervision. 


Mail your list of securities with your registration fee today 
or use the coupon for a detailed description of the service. 


LEASE explain (without obligation 
to me) how your personal super- 


The 
FINANCIAL WORLD 


RESEARCH BUREAU 


visory service will aid me in re- 
covering losses or laying foundations 
for market profits and better income. 


I enclose a list of my securities and 
their cost. 


21 West Street New York. N.Y. Objective: Income [ Capital 

enhancement [J (or) Both 9 


stocks would be entitled to sell sub. 
stantially higher in the event of ex- 
tension of current trends into 1940, 
On the same premise, the indepen- 
dents (Parkard, Hudson, Studebaker 
and—assuming early settlement of 
labor troubles—Nash) may be slated 
for a period of relative prosperity 
which would find reflection in the 
markets for their low priced equities, 
However, the record of these com- 
panies in recent years shows little 
evidence of ability to establish sus- 
tained earning power, and until such 
evidence appears, it may be ques- 
tioned whether the potentialities for 
intermediate term gains are sufficient 
to counterbalance the risks. 


News and Opinions 


Concluded from page 11 


Yellow Truck “B” C 


Shares are suitable for those who 
want speculative representation in 
the truck and bus fields; recent price, 
19. Although stock is up consider- 
ably from the year’s low, advance 
has been steady, rather than charac- 
terized by any dramatic uprush. 
Company has always been able to 
get more than its share of available 
business and the current year is no 
exception. Thus far in 1939, for ex- 
ample, registrations have been more 
than double industry averages. First 
half net equalled 31 cents a share, 
compared with a deficit of 6 cents in 
the similar period of 1938. In 1937, 
when profit for the full year was 85 
cents a share, stock sold around 15 
points higher than current levels. 


Earnings Reports 


EARNED PER SHARE 1939 1938 
ON COMMON STOCK 9 Months to September 30 
Heller (Walter E.) & Co......... $1.14 $1.12 
Libbey-Owens-Ford .............. 1.56 0.17 


36 Weeks 9 
North American Rayon............ 0.05 

12 Mont August 
Amer. Gas & Electric........... 


Market Street Railway............ gD 2.10 gD 4.25 
1.99 1.95 
Public Service Electric & Gas.... £56.82 ase 
Puget Sound Power & Light...... h 5.65 h 3.67 
Virginia Electric & Power........ p17.39 


12 to duly 
GM. 
12 Months to June 
Greening (B.) Wire.............. 


f—Combined preferred. g--6% Prior preference stock. 
h—6% Preferred. p—Preferred. D—Deficit. 
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October 18, 1939 The FINANCIAL WORLD 29 
Dividends Declared ITEMS of 
Pe- Pay-  Hildrs. of Pe- Pay-  Hidrs. of IN’ | ‘EREST 
Company Rate riod able Record Record 

Alliance Ins. (N. Y.)....25¢ t. p 

= Asphalt Root @ Oct. 14 Sep. 30 Oct. 1 Sep. 29 Upon request, and without obligation, 

Am. Machine & Fary. Bales ioe .. Nor. 1 Oct. 16 Q Nw. 1 Get. 24 any of the literature listed below will 

ove Nov | 50 @ Nov. 1 Oct. 24 be sent free direct from the firms by 
tic City Elec. $6 pf..... 1.50 Nov. erce Governor .. t. 16 t. 

$1.25 Nov. 1 Get. 20 | Potomac Haison 7% pt. @ Nov. 1 Oct. 20 whom issued. To expedite handling, 

Borland Shoe Stores........ 1zige zige Q Nov. 1 Oct. 20 Public Elec.  <gpieiabtantremes: 25e @ Nor. 1 Oct. 20 each letter should be confined to a 
Q Nov. t. ainier Brewing A. Te H 

pest & Company, Nor. 15 Oct. 25 Do pic. Nor. 9 Nov. 7 request for a single item. Print 

Birtman @ Nov. 1 Oct. 16 lie Oct. 9 Oct. 7 plainly and give name and address. 
Ridge Corp 75e Q Dee. Nov. Se .. ec. terns of Interest Departmen 

$1.50 Q Nov. 11 Oct. 14 50e Q Nov. 1 Oct. 20 

Canada Life Assurance ........ $5 Q Oct. 2 Sep. 30 Reed 10c .. Oct. 2 Sep. 22 TeFINANCIAL WORLD 

Celotex Corp. pf. ....0.+e06. $1.25 Q Oct. 24 Oct. 19 an” Shvndtieseaweeen ced 8%e Q Oct. 2 Sep. 22 

hemical Products 7% pi ep. 2 ic K Nov. 

sland Realty Corp........-. $5 .. Oct. 16 Oct. 10 | Rochester Amer. Ins. (N. ¥.)..25¢ Q Oct. 16 Oct. 5 21 West Street, New York, N. Y. 

Colgate-Palmolive-Peet ..... 12%c Q Jan. 1 Dec. 5 os) eS Saar $1.62 Q Nov. 1 Oct. 16 

Collins CO. areholders Corp. ..........- 

Colonial Life Ins. of Am....... $3 Q Oct. 6 Oct. 5 | Sharp & Dohme pf. A......8i%e Q@ Nov. 1 Oct. 17| | FORTHE SPORTS LOVER = 

Columbia Gas & Elec. 6% Smith (S. Morgan) Co....... $1.50 Q Nov. 11 Nov. 1 -page _ booklet, 1 _, ed, 
De scawankadaws eas oan $1.50 Q Nov. 15 Oct. 20 So. Am. Gold & Platinum....10c .. Nov. 28 Nov. 14 printed in two colors, describing quality 

Do 5% cum. pf........... 25 Nov. 15 ep. 

Com’! ‘Alcohol _, = Sere 10c Q Oct. 16 Oct. 2 Southern Fire Insurance (Durham, 64-PAGE ART CATALOGUE 

Consol. Royalty Oil ..........-. 50e Q Sep. 28 Sep. 24 Describing in detail and illustrating orig- 

Corn Exchange Bk. Tr. N. Y...75¢ Q Nov. 1 Oct. Spiegel Pan piluseskaneaencene lie .. Nov. 1 Oct. 16 inal signed etchings and lithographs of 62 

ton Rubber Mfg. .........- 20C .. ‘aylor Cor 
Oct. 25 Oct. 14 | Technicolor, Inc. ............. 25e Q Oct. 18 Oct. 13 $5 each. Also included are 125 illustra- 

Dominion Coal c ep. Toburn Gold Mines............ .. Nov. 22 

Eureka Pipe Line............. 50c .. Nov. 1 Oct. 16 | Toledo Edison 7% pf........ 584e M Nov. 1 Oct. 14 AMERICA’S SMARTEST BOATS 

Fidelity Fund ...............- lic .. Nov. 1 Oct. 20 6% -. PGR ETO 50e M Nov. 1 Oct. 14 This beautifully illustrated brochure de- 

Gen. Am. Oil Co. Tex. ($10) 6% SS ae 41%c M Nov. 1 Oct. 14 scribes 99 style-leading models at new low 

CORT. BE. cccsccececscccccece lic Q Oct. 1 Sep. 20 Toledo A & Pr. 6% pf.. $1. 50 Q Oct. 2 Sep. 15 prices, with features and specifications un- 

Gen. occ 30c .. Oct. 31 Oct. 16 Tung-Sol Lamp Wks. pf....... 2 Q Nov. 1 Oct. 19 ether beet 

($5) 25 Q Oct. 16 Oct. 5 Co. pf. $2 Q Nov. 1 Oct. 16 1 adi 

Hartford Times, Inc. ........ $1.50 .. Dec. 15 Dec. 1 Wee BARE Wie ic ccevesccves $1 .. Sep. 30 Sep. 15 escribes some unusual radio instruments 

Do SUH ME. ccccvessccces wae Q Nov. 1 Oct. 16 which in addition to superb domestic re- 

Accumulated ception makes possible the selection of 

awalian Zilec. news and entertainment from over 200 

kel-Clauss pf. .... Q Oct. 2 Sep. 22 Gary (Theo.) Co. Ist pf....... 15e .. Oct. 9 Oct. 2 Pre vind - : 

Nov. 1 Oct. 14 | Gilbert (A. C.) pf. ........ 87%e .. Oct. 19 Oct. 14 cities in 105 foreign countries. 

Humberstone Shoe -...........2 Q Nov. 1 Oct. 15 Hutchins Investing | ee mas Oct. 14 Oct. 6 PREVIEW 

Homestake Mining .......... 37% M Oct. 25 Oct. Lake of the Woods Milling pf.$5.50 .. Nov. 1 Oct. 14 aon 4 tt 

Howes Bros. 7% Ist and 2d pf. $1.7 75 Q Sep. 30 Sep. 20 Eng. Pub. Service $6 pr. In...75¢ .. Dec. 15 Dec. A catalog describing a new dramatically 

$1.50 Q Sept. 30 Sep. 20 .. Dec. 15 Dee. 1 different typewriter. Not only pleasing to 

International Cigar Machinery. a .. Nov. 1 Oct. 16 | Reserve Investing $7 pf....... $1.25 .. Oct. 15 Oct. 6 the eye, but years ahead in its conception 

— Troner .....+..seeeeee -. Nov. 1 Oct. 16 Shamrock Oil & Gas pf....... $3 Oct. 14 Oct. 10 of typewriter performance. Amazing con- 
Q Nov. Oct. 16 30¢ 14 Oct. 10 venience, quiet ease of © 

Kater $3 Q Sep. 30 Sep. 26 4 pera 

Kalamazoo Stove & yew. os. 20 perfect speed and accuracy. 

Riess (8 @ Nov. Oct, 20. | Birtman Elec Nor. Oct. 18 | | FIFTY COMMON TYPING FAULTS 

Q Nov. Oct. 20 | Florsheim Shoe A AND HOW TO AVOID THEM 

Tel. (Del.) ‘A’ ie Q Oct. 10 Sep. 30 = This 19-page booklet by the 

Q Oct. 10 Sep. 30 | Nov. 1 Oct. 24 world’s typing champion is most interest- 

“Assoc. $2 1,50 On Reth Peeking Oct. 25 Oct. 14 ingly illustrated and is filled with invalu- 

MeLen, & Prior U. S. Fire Insurance Nov. 1 Oct. 20 

Di g Bep. Seo. = Initial This you the facts 

wus 4 pind a great advance in low-cost-warm-air heat- 

MeNeel Marble 6% 1 pf.....$1.50 Q Oct. 10 Sep. 10 | Nevada Calif Electric $3 cum. 4% ag the 

Midwest Rubber Reclaiming..$1.25 .. Oct. 25 Oct. 14 inctallere of theme heati 4 aie 

oe Honeywell 50c .. Nov. 20 Nov. Liquidatin gest in s ome heating and air 

Q Dee. 1 Nov. 20 q conditioning systems.) 

Mountain Fuel Supply.. Nov. CO. t. 

Nevada Calif. Elec. pf.. -. Nov. 1 Oct. 16 sions ” KIND TO HIS WIFE 

New York Air Brake...... .50c .. Nov. 1 Oct. 20 Resumed CRUEL TO HIS WIDOW 

Herth" Foote-Burt 20e Oct. 27 Oct. 20 dramatically told story of the Double 

75e Q Oct. 16 Oct. 9 Jonas & Naumburg .......... 10e .. Oct. 25 Oct. 16 — a 

North Penn. Ges pl. 00.2.2. * ob Q Oct. 16 Oct. 5 Pleasant Valley Wine......... 10c .. Oct. 27 Oct. 20 h income or your wife and you, 

Oe OS eae .. Dec. 9 Nov. 28 ——— or either survivor, if you live to retire- 

Northern R.R. New heumemmnn st 50 Q Oct. 31 Oct. 13 *Liquidating dividend of 1-100th of a share of Con- ment age. 

Northwestern Yeast.............$2 .. Sep. 15 Sep. 5 solidated Oil Corp. common stock for each share of 

Nunn-Bush Shoe 5% pf. er Q Oct. 30 Oct. 16 Pierce Petroleum Corp. common held. HOW TO AVOID MISTAKES THAT 


New Books 


Concluded from page 2 


appended reference bibliography. Be- 
cause of his wide experience in the 
investment field both practical and 
theoretical, the author is well qualified 
to have undertaken the composition 
of this condensed textbook, which, 
despite its limitations, gives a rather 
comprehensive picture of the subject 
discussed. Mr. Grossman is a lec- 
turer on investments at Marquette 
University and manager of the In- 
vestment Service Department of the 


Marine National Exchange Bank, 


Milwaukee, Wis. 


He has done spe- 


cial analytical work for several in- 
vestment houses and has been a con- 
sultant for individual as well as in- 
stitutional investors for many years. 
The reader can easily check the bene- 
fits derived from an intelligent perusal 
of this work by answering the more 
than 170 questions listed in the ap- 
pendix and arranged as to the various 


chapters. 
x k * 


Note: The books reviewed may be 
purchased through THe FINANCIAL 
‘Wortp Book SuHop, which also can 
supply any book published on finance, 
business, industry, etc. - 


MAKE EVEN NEW HOMES OBSOLETE 
A 23-page book printed in two colors of 
fundamentals that will make your home 
stay modern longer, better to live in and 
easier to sell. 


SOME FINANCIAL FACTS 
A 24-page booklet containing a brief de- 
scription of the American Telephone & 
Telegraph Company and the organization 
and operation of the Bell System. 


STATISTICS ON 1,000 STOCKS 

WITH CHART 
This brochure shows stock prices and 
earnings of 27 industrial corporations dur- 
ing the World War. Prepared by a New 
York Stock Exchange firm. 


OPENING AN ACCOUNT 
24-page informative booklet on this _sub- 
ject. Prepared by a New York 
Exchange firm. 


CONTINENTAL MOTORS 
CORPORATION 
Prospectus on Common Stock available 
upon request. 


CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? 
An informative 30-page et covering 
every phase of this subject; suitable for 
aw one seeking employment which offers 
a future. 
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Market Street Railway Company 


Data revised to October 11, 1939 gqeamings and Price Range (MRR) 
Incorporated: 1893, California, as a consoli- 40 renee See 
dation of 11 street railway corporations. 30 a | 
Office: 58 Sutter Street. San Francisco. 20 
Calif. Annual meeting: Fourth Wednesday 10 
in April. 0 $4 
Capitalization: Funded debt..... $4,725,000 Se. $2 
*Prior preference 6% cum....... 116,185 shs azn. 0 
*Preferred stock 6% cum....... 49.868 shs $2 
*Second preferred 6% non-cum.. 46,737 shs SS ee $4 
Common stock ($100 par)...... 106.474 shs 1931 ‘34 *35 °36 °37 1938 


~ *Not callable—in liquidation all preferred 
issues are entitled to par, $100. 


Business: Operates traction lines in the City and County 
of San Francisco. A comprehensive system of about 270 miles 
of single track and a number of buses are operated, but the 
company has direct competition from the Municipal Railway, 
controlled by the city. Standard Gas & Electric owns approxi- 
mately 40% of the company’s outstanding stock. 

Management: Public Utility Engineering & Service Corp. 
furnishes operating and engineering services. 

Financial Position: Unsatisfactory. Net working capital 
deficit at end of 1938, $907,618; cash, $213,339. Working capital 
ratio: 0.43-to-1. Book value (prior preferred), $313.82 a share. 

Dividend Record: Dividends paid on prior preferred from 
1922 to 1924. No dividends ever paid on other classes. 

Outlook: The 7-cent fare inaugurated in May, 1938, was fol- 
lowed by sharp decline in passenger traffic and increased wages. 
The unfavorable current position and outlook is indicated by 
the company’s plan to reduce the interest rate on its bonds 
and extend the maturity, which is offered as a measure for 
averting reorganization under the Federal Bankruptcy Act. 

Comment: The continued series of operating losses has re- 
duced all preferred and common stocks to a doubtful status. 


AND PRICE RANGE OF PRIOR 


ded D 3Z 1933 1934 1935 1936 1937 1939 
i Nil Nil $0.60 $2.39 D$1.53 34 
Price Range: 
9 12% 23 16 
2% 1% 3 3a 18% 3% 5% 
*To October 11, 1939, 
National Fire Insurance Co. of Hartford 
NATIONAL FIRE INSURANCE 
Data revised to October 11, 1939 4 PRICE RANGE 
Incorporated: 1869, Connecticut. Home 40 | O 
Ann ting: During February. umber 
@ stockholders December 31, 1938: 4,550. . EARNED PER SHARE 
Capitalization: Non 
Capital stock ($10 par).......... 500,000 4 


Business: Practically all types of insurance with the ex- 
ception of causalty and life are written in all states of the 
U. S. and its possessions, as well as in Canada, Puerto Rico 
and Panama. Controls the Franklin National Insurance Co., 
Mechanics & Traders Insurance Co. and Transcontinental In- 
surance Co. 

Management: Experienced and progressive. 

Portfolio: December 31, 1938, bonds, $22.6 million; stocks, 
$22 million; real estate, $473,670; mortgage loans, $299.030; 
cash and deposits, $3.5 million. Total admitted assets, $50.7 
million. 

Dividend Record: Payments have continued unbroken over 
a long period of years. 

Outlook: Conservative investment policies make for a steady 
income but limit the appreciation possibilities for the stock- 
holders’ equity. By continuance of its program of eliminating 
unprofitable risks, company is making further progress in 
strengthening its position in the underwriting field. 

Comment: Capital stock qualifies as a semi-investment issue. 


Years 

Net underwriting profit. . $3.37 it $072 $106 

Net investment income. 2.5 2.66 2.61 2.96 2.57 coos 
Total earnings per share.. 6.00 5.89 5.98 i ° 3.68 4.23 ore 
Dividends paid .......... 2.00 2.00 2.00 2.00 2.00 2.00 $2.00 
48.76 57.55 71.16 81.17 71.33 77.25 
47 56 76% 86 67% 65% 
29% 40 55% 62 48 44% *66 


30 


Pennsylvania-Dixie Cement Corporation 


Data revised to October 11, 1939 


Earnings and Price Range 
Incorporated: 1926, Delaware. Main office: 


60 East 42nd Street, New York City. 20 PRICE RANGE = 

Annual meeting: Third Tuesday in April. 15 = 

Number of stockholders (March 31, 1939): 10 

Preferred, 1,732; common, 4,134. 

Capitalization: Funded 00% 

“Preferred stock $7 cum. conv. 

Common stock (no par)........ 400,000 shs OEFICIT PER SHARE 


*Callable at $110 per share. Convertible 1931 ‘32 ‘33 °34 ‘35 "36 ‘37 1938 


into 1% shares of common stock for each 
share of preferred. 

Business: An important manufacturer of Portland cement, 
with an annual capacity in excess of 12 million barrels. Also 
produces other materials normally used with cement, such 
as sand, gravel, limestone and tile. Each of the company’s 
eight plants is a complete unit, with efficient equipment and 
ready access to raw materials. 

Management: Long identified with the business. 

Financial Position: Strong. Net working capital June 30, 
1939, $3.8 million; cash, $2.5 million. Working capital ratio: 
7.9-to-1. Book value of common, nil. 

Dividend Record: Regular payments on preferred 1926-1929; 
arrears Sept. 15, 1939, $70 a share. Only payments on common, 
1927-1928. 

Outlook: Operating mainly along the Atlantic Seaboard, com- 
pany is subject to competition from foreign imports in normal 
times. A war usually limits this competition. 

Comment: The unimpressive earnings record indicates the 
speculative position of both stocks. 


EARNINGS RECORD AND PRICE RANGE OF COMMON: 


yo months ended: Mar. 31 Jun Sept. 30 Dec. 31 . Price Range 
1932 D$ D$6.42 D$6.85 2%— % 
D 6.29 D 6.31 9%— & 
D 4.50 D 3.85 a 2% 

D 4.20 D 4.11 54— 3 
D 2.78 D 2.74 10%— 4% 
D 1.86 D 2.05 12%— 2% 

D 2.23 D 1.90 5%— 

2% 


*To October 11, 


Peoples Drug Stores, Incorporated 


7 Earnings and Price Range (PDG) 


| 
Data revised to October 11, 1939 4 [price Rance | | 
Incorporated: 1928, Maryland, as a successor 
A business originally established in 1905. 


ce: 77 P Street, N. E., Washington, 15 
D. C. Annual meeting: Last Tuesday in 0 EARNED PER SHARE 
of stockholders (March $1. 
Funded debt........... Non 
Capital stock (no par).......... 245.474 ae 


Business: Operates the fourth largest retail drug store chain 
in the U. S. Pharmaceutical preparations and other manu- 
factured articles are sold through some 136 units in Washing- 
ton, D. C.; Md., Pa., Va., W. Va., Ohio and N. J. 

Management: Long record of achievement under M. G. Gibbs, 
the president, who established the business in 1905. 

Financial Position: Strong. Net working capital June 30, 
1939, $2.9 million; cash, $992,883. Working capital ratio: 3.9- 
to-1. Book value of the capital stock, $24.12 a share. 

Dividend Record: Regular distributions on preferred from 
1928 up to redemption in 1939. Varying payments on common 
in all years. Present rate of $1 on common, plus extras. 

Outlook: Position of company is fairly typical of large chain 
merchandising enterprises. Earnings are relatively stable, but 
the effects of increased operating costs have been evident in 
recent years. 

Comment: The stock is to be regarded primarily as an in- 
come producing equity. 


*EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF =. STOCK: 
ear’s 


Qu. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total dends Price Range 
$0.26 $0.14 $0.12 $0.98 $1.50 00 16%4—12 
| eee 0. 0.13 0.20 1.51 2.14 1.00 82 —10% 
0.82 0.68 0.84 2.14 4.48 1.50 66 —21 
0.72 0.56 0.56 2.22 4.06 2.75 3895 —30 
0.97 1.01 1.01 2.05 5. 4.00 
es 1.10 0.85 0.66 1.46 4.07 2.50 63 —27 
eee 0.57 0.48 0.53 1.69 3.27 1.50 31 —19% 
0.65 0.72 71.00 +89%—24 


*Adjusted for 100% stock dividend paid in 1934. +To October 11, 1929. 
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STOCK FACTOGRAPHS IN REVISION FOR NEXT WEEK 


Federal Water Service 
Lane Bryant 
Link Belt 


Anaconda Wire & Cable 
Continental National Bank 
Federal Insurance 


Otis Steel Shattuck (F. G.) 
Reading Company Southern California Edison 
Reynolds Spring Swift & Company 


— Rican American Tobacco Co. of N. J. 


Spiegel, Inc. 


Earnings and Price Range (PRT) 


PRICE RANGE 


Data revised to October 11, 1939 
incorperated: 1899, New Jersey. Office: 250 
Fifth Ave., New York City. Annual meet- 
ing: Second Thursday in April. Number 


of stockholders (March 1938): Class A, % 
1,113; class B, 1,508. - 
Capitalization: Funded debt...... $3,445,000 DEFICIT SHARE $6 


On F 


“Class A stock $3.50 cum. 1931 '32 ‘33 ‘34 ‘35 ‘37 1938 


part. (no par)........ cenneus 203.762 shs 
Class B stock (no par)......... 200,000 shs 


“+ After Class B stock has received $7 per annum, participates in ratio of $1 per 
share on Class A and $2 per share on Class B; is not callable. 

Business: Through its principal subsidiary (Congress Cigar 
Company) company is engaged in the manufacture of medium 
and low priced cigars. Best known brand is “La Palina.” An- 
other subsidiary (Porto Rican American Tobacco Co. of Del.), 
once an important factor in Porto Rico, ceased operations 
there in 1938 and activities were transferred to Newark, N. J. 

Management: Record leaves much to be desired. 

Financial Position: Weak. Working capital December 31, 1938, 
893,783; cash, $193,438. Working capital ratio: 1.5-to-1. Book 
value of class B stock, nil. 

Dividend Record: Poor. Last’ payment on class A, 50 cents 
in July, 1931. Nothing ever paid on class B stock. 

Outlook: Bankruptcy proceedings under Chapter X of the 
Chandler Act represent the culmination of a long period of un- 
satisfactory operations, and raise questions as to the future. 

Comment: Even if continued operation of the business can 
be assured by reorganization, status of stocks is doubtful. 

EARNINGS RECORD AND PRICE RANGE OF CLASS B STOCK 


&. sae Mar. 31 une 30 c. 31 Year’s Total Price Range 
D$1.10 D$1.02 $1.29 67 D$4.08 2%— % 
1933 S aawpee D 1.56 D 1.47 D 1.25 D 0.09 D 4.37 — % 
ae D 1.46 D 1.32 D 1.28 D 0.51 D 4.57 3%—1 
a D 1.36 D 1.24 D 1.24 0.83 D 3.01 24— % 
| er D 1.42 D 1.43 D 1.33 D 0.03 D 4.21 3%— 1% 
D 1.41 D 1.33 D 1.44 D 1.04 D 5.22 
See D 1.31 D 1.31 D 1.26 D 1.21 D 5.09 1%— 
D 1.24 D 1.23 


“To October 11, 1939. 


Data revised to October 11, 1939 50 Earnings and Price Range (SM) 
Incorporated: 1928, Delaware. as Spiegel. 4 ee 


May, Stern Co., succeeding Illinois company 30 

of same name. Present title adopted Janu- 20 

ary, 8, 1937. Office: 1061 West 35th Street, i0 }+— 

Chicago, Annual First Tues- = 


day in April. Number of stockholders | ° |g, 
(January is. 1939) : a 1,700; com- $2 
mon, 4,600. 0 
Capitalization: Funded debt........... None ren sane 


- $2 
*Preferred $4.50 cum. 1931 ‘32 °33 °34 °35 “36 1938 


Common cede ($2 par)........1,275,658 shs 


*Redeemable at $105 per share and accrued dividend on or before Mareh 15, 
Convertible into 343 shares of common stock on or before March 15, 1940; into eri 
shares on or before March 15, 1943. 

Business: Company has been entirely a mail order house 
since 1931. Merchandise, sold on instalment plan, includes 
furniture and other household goods, radios and clothing. 

Management: Experienced and capable. 

Financial Position: Satisfactory for this type of enterprise. 
Working capital December 31, 1938, $21.6 million; cash, $24 
million; accounts receivable, $26.5 million. Working capital 
ratio: 3-to-1. Book value of stock, $10.94 per share. 

Dividend Record: Payments on old preferred suspended 1931 
and part of 1932; arrears were eliminated in next two years. 
Regular payments on present preferred. No common pay- 
ments from 1930 until 1935; no present regular rate. 

Outlook: The main influence upon profits is the level of 
farm purchasing power. 

Comment: The shares represent a commitment in one of the 
more speculative equities in the mail order group. 


Qu. ended Mar une Price ge 
eee 0.61 0.68 0.42 1.13 2.84 None 15%— 3 
es 0.26 0.77 0.32 0.60 1.64 $0.15 16%—- 
0.30 0.67 0.61 0.98 2.56 1.00 22%—1 
0.38 0.63 0.50 0.20 1.71 1.00 23% — 
a D 0.35 0.15 0.18 0.93 0.91 0.25 15 


*Based on present capitalization, giving effect to 5-for-1 split in January, 1927. 
7To October 11, 1939. tIncludes 15 cents, payable November 1. 


Sharon Steel Corporation 


sonomnings and Price Range (SSH) 


Data revised to October 11, 1939 


Incorporated: 1900, Pennsylvania, as Sharon 30 
Steel Hoop Company. Present title adopted 20 
1936. Office: Sharon, Pa. Annual meeting: 


PRICE RANGE 


Last Tuesday in March. Number of stock- 10 oO 
a 1938): Preferred. 0 EARNED PER SHARE $3 
177; common 

2,709. 0 
Capitalization: Funded debt.......... None $3 
$5 cum. conv. $6 

Common stock’ (no par) shs 


callable at $105 per share. Convertible into common stock at $40 per share through 
1942; thereafter at a scale rising to $50 per share through May 1, 1951, taking 
Lo at $100 per share. 

Business: A relatively small semi-integrated producer of hot- 
and cold-rolled strip; controlled subsidiary also produces 
sheets. About half of company’s output normally goes to 
makers of automobiles and auto parts and accessories. 

Management: Affiliated with Pittsburgh Steel and Mullins 
Manufacturing; Sharon holds a minority interest in both. 

Financial Position: Strong. Net working capital December 
31, 1938, $5.8 million; cash, $2.1 million. Working capital ratio: 
48-to-1. Book value ‘of common, $24.53 per share. 

Dividend Record: Erratic. Initial common payment made 
1916; dividends omitted 1919-25, 1931-35 and 1938 to date. 

Outlook: Company occupies a somewhat marginal trade 
status and is handicapped by its relative lack of integration 
and diversification of products and outlets. 

Comment: Both issues involve in full measure the risks com- 
mon to business cycle equities. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF OF COMMON: 


Mar. 31 June 30 Sept. 30 Dec. 31 Total 


ended: 
932 


«6980.69 *D$0.04 D0.73 None 12 —1% 
* 1.17 D 0.03 None 138%— 5% 
* 1.2 2.69 None 25%— 9 
$0.57 0.59 $0.79 1.10 +293 $1.05 32%—20% 
1.01 1.63 1.16 D 0.74 1.20 42%—15 
D 0.58 D 0.69 D 0.24 0.49 Di. None 23 —10 
D017 D 0.57 None t21%—10% 
“Six months. +After surtax of 12 cents in 1936 and 23 cents in 1937. tTo October 
. 1980, 


Southern Railway Company 


Data revised to October 11, 1939 " Earnings and Price Range (SR) 


Incorporated: 1894, Virginia. as successor 60} 

by reorganization of Richmond & West 45 PRICE RANGE 

Point Terminal Ry. & Warehouse Co. formed 30 4 | 

in 1880 and various subsidiary companies. 15} 

Office: Richmond, Va. Annual meeting: 0 | 
Third Tuesday in May at Richmond. Va. EARNED PER SHARE 


Number of stockholders (April 17, 1939): iss 


15,025. 
Capitalization: *Funded debt...$290,317,828 a PER SHARE 


7Preferred stock 5% non-cum. "20 $10 
600.000 shs 1931 34135 "36°37 
Common stock (no par)....... 1,298,200 shs 


*Also guarantees interest at $44.4 million additional bonds and dividends on 56,502 
Mobile and Ohio stock trust certificates (par $100). 7Callable at $100. 

Business: Lines cover practically all of the southeastern 
part of the U. S. Main lines extend from Washington, D. C, 
to Charleston, S. C., Savannah and Atlanta, Ga., Mobile, Ala., 
and New Orleans, La. Branches extend to Memphis, Tenn., and 
St. Louis, Mo. System mileage approximates 7,920 miles. 

Management: Well qualified by many years of experience. 

Financial Position: Fair. Net working capital December 31, 
1938, $1.9 million; cash, $7.5 million. Working capital ratio: 
1.1-to-1. Book value of common, $157.46 a share. 

Dividend Record: Last payment on the preferred was $1.25 
on October 15, 1931. Varying rates paid on common from 
1924 to 1931; none since. 

Outlook: Although changes in the fortunes of the textile and 
cotton interests continue to be important earnings deter- 
minants, increasing industrial diversification of the South 
should be an aid to future revenues and earnings. 

Comment: Improvement in the financial position of the com- 
pany over the past few years has increased the specula- 
tive following for both classes of stocks. 


EARNINGS RECORD AND PRICE RANGE OF COMMON: 
Years ended Dec. ant: 1932 1933 1934 1935 1936 1937 1958 1939 
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Week Ended Week Ended——_ 
Miscellaneous: Eastern District 
tAuto Production (U.S.A.)...... 76,095 62,755 33,165 Baltimore & Ohio.............. 62,229 61,115 49.349 
{Electrical Output (K.W.H.).... 2,465 2,470 2,155 Chesapeake & Ohio............ 41,199 41,283 34,819 
§Steel Operations (% of Cap.). 88.6 87.5 51.4 Delaware & Hudson............ 15,163 15,334 15,489 
Total Carloadings (c&ars)..... ee 834,640 pny Delaware, Lackaw’na & West’rn 19,107 19,327 15,732 
#Wholesale Commodity Price 29°690 29,135 24.599 
81.0 81.1 76.3 Norfolk & Western............ 33,940 31,946 27.751 
*+Crude Oil Output (bbls.)...... 3,436 3,658 3,249 New York, N. Haven & Hartford 24,688 24,400 18,951 
Motor Fuel Stocks (bbls.)..... 71,152 71,168 69,123 DOW 93,735 92,424 75,553 
tGas & Fuel Oil Stocks (bbls.).. 152,946 153,527 Re New York, Chicago & St. Louis 19,465 18.501 15.262 
; Sept. 30 Sept. 23 Oct.1 125,096 123,428 98,950 
{Bank Clearings, New York City $3,040 $3,145 $3,244 Pere Marquette ............... 13,08 12,192 10,435 
{Bank Clearings, Outside N.Y.C.. 2,628 2,745 2,279 640s 15,829 15,373 13,598 
*jBitum. Coal Output (tons)... 1,650 1,533 1,329 Western Maryland ............ 11,535 11,273 8.416 
Cotton Mill Activity Index.... 135.7 134.3 109.9 Southern District ; 
F.W. Index of Ind’l Production 92.8 92.0 76.5 PEAONUIG TORRE TANG... 202000200 12,032 13,785 12.893 
*Daily average. +000 omitted. tWard’s Reports. §As of Louisville & Nashville.......... 31,803 30,878 28,445 
the beginning of the following week. {000,000 omitted. Seaboard Air Line... .......260.. 13,546 13,699 12,042 
#Journal of Commerce. ||Not comparable. Southern Ry. System........... 40,070 39,529 35,760 
Commodity Prices: Oct. 10 Oct. 3 Oct. 11 Northwest District 
Steel Billets, Pitts..(per ton).. $34.00 $34.00 $37.00 Chicago & Great Western...... 6,442 6,526 5,910 
Scrap Steel, Pitts. (per ton).... 24.25 23.25 15.25 Chicago, Milwaukee, St. Paul & 
Copper, Electrolytic (per 1b.).. 0.12% 0.12 1.10% ens 33,351 31,807 29,140 
Lead (per Ib.).........+.+..+.. 0.0550 0.0550 0.0510 Chicago & Northwestern....... 45,604 43,139 36,900 
Zinc, N. Y. (per lb.)..........-- 0.0689 0.0689 0.0534 OS eae 28,905 26,232 21,346 
Rubber Sheets (per Ib.)........ 0.1930 0.1995 0.1725 Northern Pacific ............0.. 16,367 15,361 14,557 
Hides, Light Native (per lb.)... 0.15% 0.16% 0.12 Central West District . 
Gasoline, Dealer (per gal.)..... ,0-0840 0.0840 0.09% Atchison, Topeka & Santa Fe.. 30,003 29,992 27.615 
Crude Oil, Mid-Cont. (per bbl.) 0.96 0.96 1. Chicago, Burlington & Quincy 8,371 27,922 25,560 
Wheat (per bushel).......... -- 0.995% 0.99% 0.080 Chicago, Rock Island & Pacific 3,600 23,792 22,083 
Corn (per bushel)............+. 0.66 % 0.65% 0.615% Chicago & Eastern Ilinois..... 5,944 5,824 5,005 
Sugar, Raw (per Ib.).......... 0.0355 0.0365 0.0315 Denver & Rio Grande Western hte rite tte 
Southern Pacific System........ ,023 
Federal Reserve Reports  oct.4 sept. 27 | 27'708 28°046 24/696 
Member Banks, 101 Cities (000,000 omitted) 5,007 5,020 4,570 
$8,375 $8,350 8,240 Southwestern District 
Total Commercial Loans....... 4.251 4,229 3.889 Kansas City Southern.......... 4,212 4,034 3,765 
Total Brokers 538 533 631 Missouri-Kansas-Texas .......-. 8,498 8,537 7,954 
Other Loans for Securities..... 505 510 578 eee sy ere 29,230 28,101 25,645 
U. S. Govt. Securities Held.... 10,743 10,669 9.734 St. Louis-San Francisco........ 14,800 14,803 14,049 
Investments, Except Govt. Bonds 3,382 3,400 3,215 St. Louis-Southwestern ........ 5.705 5,723 5,715 
Total Net Demand Deposits.... 18,306 18,333 15,396 Texas @& Pacific... ...sscccscecs 8,914 8,808 8,415 
Total Time Deposits........... 5,236 5,231 5,175 
Brokers’ Loans (N. Y. C.)....-. 412 406 497 Note: Freight carloadings reflect current sectional business 
Reserve System conditions. Loadings from the 15th to the 15th give a rough 
Reserve Credit Outstanding.... 2,837 2,846 2,593 indication of earnings for the current month. (Compiled from 
Total Money in Circulation.... 7,309 7,238 6,640 Association of American Railroads figures. 
Monthly — SEPTEMBER — Monthly —auGust— 
U. S. Govt. Debt...... *$10,860  *$38,429 The FINAN IAI We §Variety Chain Sales.... *$254.3  *$228.5 
Money in Circulation. . *6,622 Magazine Advertising: 

ort Sales (shs.)..... 7 ade Papers ages A oO 
Advertising Lineage: WEEKLY INDEX OF INDUSTRIAL PRODUCTION pag 

ont agazines... TOGUCLION *4,2 
Women’s cote. 626,589 582,851 AVERAGE OF 1923-25= 100 Withdrawals ........ *5.09 *4.9 
Canadian Magazines.. 160,358 148,631 Stocks on Hand...... *475.37 *469.50 

tShipbuilding Contracts: Malt Liquor (bbls. ) : 
Number of Vessels... 152 119 Production .......... *5.45 *5.35 
Total tonnage ...... 639,115 477,205 Withdrawals ........ *5.72 *5.76 
tRail Equipment Orders: Stocks on Hand...... *8.84 *8.55 
Locomotives ......... 52 Tobacco Production: 
Passenger Cars ...... 3 11 Cigarettes (units). --*16, 571. 0 *15,891.5 
Freight Cars ........ 24,231 1,079 Cigars (units) ...... 500.8 *477.6 
Tobacco (Ibs.) ...... #998 *97.5 
Radio Broadcast Sales: *3.5 *2.9 
*$3.32 *$2.98 Air Transport: 
er *2.57 *1.60 Passenger miles ..... *67.9 *46.1 
General Motors Sales: Machine Tool Index.... 206.5 120.9 
Cars to Dealers, a S. 47,606 16,469 #Department Stores: 
Cars to Consumers. 56,789 40,796 70 89 
67,998 36,335 Glass Output: 
Contract Awards: Paste (ea. *10.45 *7.68 

*$36,565  *$47,257 Window (boxes)...... 867,452 433,877 

*15,769 *10,688 Crude Rubber (long tons): 

ales, Oonsumption ........ 
39,569 39,808 Stocks a. 228,075 $21,613 
27,760 40,711 Boots & Shoes (pairs).. *42.0 #42. 
36,869 38,844 Electrical Equipment: 

39,400 34,100 Refrigerators ....... 88,108 86,729 
tFood in Storage: . : Vacuum Cleaners .... 96,601 90,557 

Butter (ibs.) ....... 173.1 *201. 3 Washing Machines... 132,297 129,163 

Cheese (Ibs.) ....... “124.9 11,386 11,977 

Eggs (cases) ....... 10.5 Oil Burners ........ 24,660 15,373 

Meat Al! Kinds (Ibs.) *463.6 *431.3 Tires (casings) : 

Poultry (Ibs.)........ *63.8 *54.9 
Bteel Output: 1929 1930 1931 1932 1933 1934 1935 1936 1937 1838; July Aug. Sept. Oct. Nov. Dec. Steks oo #8 39 
Pig Iron Output: JUNE 1939 {Truck Loadings: 

Production (tons)....  *2.88 *1.52 Freight (tons)...... 1,007,851 807,963 


*000,060 omitted. 
piled by Merrill, Lynch & Co. 


+Corporate new issues only, excludes refunding. 
#Adjusted for season variations. 


tAt first of month. 


§25 chains and 2 mail orders, com- 
fAmerican Trucking Association (191 carriers in 36 states). 


Daily Dow-Jones Averages for Stocks and Bonds—Closing Prices 


Vol. of Sales —————CHAR ACTER OF TRADING——————_ 


1939 Industrials RRs Utilities Stocks 
5.. 150.48 33.92 25.32 51.24 
6.. 150.61 34.15 25.19 51.30 
7.. 149.60 33.64 24.88 50.84 
9.. 149.89 33.61 24.95 50.92 

10.. 150.66 33.80 25.36 51.25 


Average Value of 

N.Y.S.E. Issues No. of No.of Total Un- New New 40 Bond Sales 
(Shares) Traded Advanc’s Decl. ch’ng’d Highs Lows Bonds N.Y.S.E. pa 
t. 
906,680 799 389 203 207 11 2 89.39 $7,340,000 meee 
1,327,630 865 370 290 205 18 1 89.55 »290,0 ae 
5,770 688 115 452 121 5 1 89.40 4,380,000 pee ae 
617,942 708 280 248 180 5 0 89.40 5,450,000 eae 
953,500 812 441 177 194 7 1 89.70 6,700,000 old 
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